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THE PRESJDENT ' ' - . v 

Tta PRESIDENT OF THE/SENATE 

TlIE SPEAKER QF^THE HOUSE OF .REPRESENTATIVES \ 
Sirs:. , . 

The Commission on Civil RightT presents to you this report pursuant; to 
Public Law 85-315 as amended. 

On March 5, 1969, the Federal Government established through Executive 
Order 11458, as amended, a ^licy of assisting minority businesses by 
providing loans, technical aid, and government contracting opportunities. 
Subsequently, three special pi;ograms.- the 8(a) Subcontracting Program, 
the Buy Indian Program, and the Minority Subcontracting Program - *were 
established to assist ^minority- owned firms in obtai^xng Federal contracts: 
No such policy, however,- was directed toward businesses owned by non- 
minority women. . Consequently, no programs have been established to pro- 
vide ass'istance to them\ 

This report is concerned primarily/,with minorities and women as govexn- 
meijfc contracl:ors . It analyzes the extept to 'which minorities and women 
share in $120 billton worth of Federal, '^tate, and local government con- 
^iiracts ^annually; the' problems' encour^tered by firms owrted by minorities 
andVomeil seeking governiSient contracts; the opportunities provided 
minority firms through special contracting programs, and the extefit^to 
which nbnminority .women are entitled to participate in these programs. 

Data on Federal contracfcirig programs were gathered from responses to 
questionnaires 'sent to 10 Federal agencies and 2 offices within Federal 
agencies which are responsible for administering Indian programs^, /pdta — - 
pn, State and local government programs were gathered from 76 responses to 
137 questionnaires sent' to State, city^ . and local goveniments/ The ^ 
Commission also conducted extensive interviews in five State^, the Distric 
of Columbia^, and on three Indian reservations. 



Our investigations revealed that minority and female-owrie.d firms encounter 
problems of staggering proportions in obtaining informatylon on Federal,, 
State, and' local govemmei;it contracting opportunities in time to submit 
timely Kids, and in obtaining the working capital necessary for effective 
marketing and bidding. Minority and female entrepreneurs also encounter . 
a great deal of skepticism regarding their ability to/ perforin adequately 
on government contracts. Government contracting officers and program 
of fici^als expressed reservations concerning the ability of minority- owned 
firms, to perform, although no specific cases of ^inadequate performance by 
iiiinority firms were brought to the attention of the Cofnmission' s staff by 

these contracting officials. , 



The three s|)ecial FederAi progr'ams esta.blisUed to asii-sty minority-owed 
firms have experienced JLimited success iln^'liicreasing* ^^h^^^ and -\ 



0 



dollar value of contrac 



Ls awarded to these firms* How^ 



_.wWer, they have\ 
noX been successful in Assisting minoritV firms to surmount their 
working capital problems or' in obtaining! timely informatVon on govern- 
ment contracting opportui^i.ties. In fact* althoMgh the /pW rams have 
been in operation for 5 yuars,^ tfie Commission found on^y 3 of tha 125 
companies it interviewe 
them, ^hese companies, 
men t .eon tracts. 



which ass^j'ted t:hpy we^e dafiiftiteiy helped by 
lowever , 'have Von^finued vto marfcet rpr govern^- 



The Commission found ^hdt thcs<^ three FedpAal program^ lacked^ effective 
planning knd coordination, commitment, su,£fVcienf^ dati for maMng 
important program decisions, and proceduVes^for matching contrVicLing 
opportunities with the ndeds and abilities oV minor^tly firms. \ 

State and local' efforts to provide contrvacting oppor«iJnxfi^b tdX, 
minorities and women have \Ben stimulated by Ft-deral /orders directted 
towards State and local go^^erniTients* rec^iviiii^ g^ranlsMn-axd, Eji^cu- 
tive Order 11246 (September^ 2A, 1965), as amended? r/equlres Federal , 
grantees and contractors to .provide;. equ.Jl z^ploy^.entj opportunities to 
minorities and women ^ on federally-assisted projects/ The Secretary 
Labor has interpreted this tA -lean subconLroctlngVobportunities aA 
welf, and nearly halt of the lurisdictions with aMirinative action! 
plans have adopted minority siibcontraiting programi? Also, a 
provision in the Office qI ^^anAgement/ a\id ^Budget's/Circular A-102 
directs State and local grantee^ to i^'xert efforts 
ting opportunities to minority businesses* None df 



of 



however, has included firms ownet 
target group. 



noiiminority 



pro\xcte concrac 
It^se programs, ^ 
oiaerj as part of .^hfe 



State and local efforts to comply with these dirftctives\ have been 
limited. Only 10 of the 76 jurisdiJ^tions which ArespondAd to a 
Corunission questionnaire had established programs tfo ptuWde contract 
ting opportunities to minority fiXms)( and none provided nhese 
opportunities to. nonminority female-owned firms. In fact\ these 
programs have met with little success" 'in aiding mluority-fVmed finrvS, 

As a result of the limited impact of the Fe.da|!al, State, dhd local 
special contracting programs, minorities, zei&ive less than seven- 
t'jnths of^;l percent of the $120 oillion \spenl annually by these . 
governments fcr izontracts, .and the identif iable rfhare of contracts 
awarded to firms owned tJy women is imperqept/ible. 
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Vlhe Commissiol trusts that it? findings and recommendations will prove 
helpful, t^o th'e- executive and legislative branches as they, seek to 
Structure 'programs that will'he more, responsive to the needs oi inxnorxty 
f j|rms and witl provide new. opportunities for nonminority, feinale-owned 
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^. , y PREFACE ^ 



The* combined purchases of the Federal Government for EY 1972, 'and • 
State and local governments^ for calendar year 1972, exceeded $120 • . 
billion, providing -contracting opportunities for almost every segment 
of the American business community. Fiirms oicied by minorities and 
women,, however, ^received less than 1 percent of the tota; dollar vjlue^ 

of all government cori^tracts according to information supplied to the 

. ^ - 2 ^ ' ^ ' 

Commission by Federal, State, and local goveraments. 

^s^nen this stu4y commenced in 1973, very little information had been 

gathered on either the extent to which contracting opportunxties were ^ 

available to minorities and women or the number and dollar amounts of 

.contracts awarded • to^ them. Furthermore, nothing 'had oeen published whic^) 

assessed tne implementation and effecnivepe&s of contracting programs 

established to aid minority businesses or determine whether busiuesses 

^owned by minority and nonminority women have acc^ess to such programs. 

Thi& report partially seeks to fill thi$ g4^>U f-s conclusions are based ^ 

not only upon the analysis of published census ^a^d prdiur^ment data^ but 

also on information compiled from questionnaires and' interviews. 

- — ^ — - — ■■ — " . ^ • :.. J 

A JfiTrm is coasidered to be minoricy or femalc.-owne J ^^]i£n a ir3.nori|cy 
person or female owns:' a sole proprieb irshlp; more than 50 percent of 
a partnership; or ^n the case of ' a. corpoiati oi , wre, than 50 pcrcentlof 
the outstanding stock of the- corporation. * * I 

2. The^, Commission collected data -from Stctc and local governments -for 
FY 1972 and also ve.rified contracting d^ta for ?ed3;ral agencies fot |the 
same fiscal year. S^.nce , the Commission found substantial discrapa'ncies 
between the amount of con4;ract dollars awarded to.minori:> businesses as 
reported/by the Office of Minority Business^ EnterprJsc ("K^E) <uid the ; 
collar amount of such contracts as reporte,d- b> the v^riouj agencies, 
the Commission used. the verified, FY 1972 ^connractin,^, figures for its 
analysis. However, 011BE reportfed $701.3 million worth of contracts and 
subcontraets^ as being awarded to minority ^firirs ;.n FY 1974. Assuming * 
Federal contracting remained at the^ FY 1972 le *ei and the accurixyjof 
OflBF/s FY 1974, figures, this would reoresent 1.2 percent of tbtAl y'ed- 
eral contracting... The $701*3 million, howiver^ admittedly, ii-clude.- 
contracts awarded by private and public gruntocs of Feaeril funcr,.^ 
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OB JECTIVES :^QF THE* STUDY 



Sincfe the Minoi:ity. Enterprise Program was established adminis- 
tratively in March 1*969^ little has been done to determine whether, 
efforts to increase gpverrmient contracting with minority firms have 
been successful* /Also, it was not clear whether such programs were 
accessible to ironminor^ty^ wpmen on. the same basis as they were to 
minorities'.^/ Thus, the '^specific objectives .of the. Commission, in th 

study, w^re to determine the answers to the following*' questions: 

\ ' • • - / 

Do^ F64eral, State, and" local programs provide 
contracting opp'ortuniCies for minorities and 
women equal to' |:h6se provided to nonminority? . * 

males? If not, 1 what ^re the barriers to *their 

fuir participation? 

' . I 

To what extent jiave special S.tate or^local/" 

contracting projgrams J>een* established to^ 

fatrl'fEa|eL contracting with £irm^ own^d" by 

minorities and- ivomen? ^* 

- ■ ' . . I • ' ^ 

llave^distinct xjrganizational B^<5nanisms been 

established, to^^ implement" sucl^f special con-;* 

tracting progcims, .and, 'If^ so, are such 

mechanisms adpquatelv^^uipped to carry out ^ 

their task? f ^ . . 

Have goals bfeen-^stablished for such programs- 
and are the$ie programs achieving their goals)? ^' 

y 7 ' * , ( 

^Will th^ ^y?^ size of contracts being awarded 
through tl^^ -special programs aid the development 
^o*f the fiifms they are ^designed to assist? 

Is there|an adequate flow o& information to 
minoritl/es and women regarding "Federal, State, 
and locj^L contracting opportunities? * - 

/ * \ , ' 

* re -unique problems encountered by minority arid, 

female -owned firms supplying goods and services ' 
to goj/erriment agencies? 

/ X ' 

Ts tpe government's purchasing power beings, 
effi|!ctively used to aid the development of firms 
owned by mitioirities and women? ' 



SOURCES OF DATA. 



Data on Federal tontracting, programs, were gathered froin responses 
to a questionnaire sent to 10 Federal- agencies aiid two offices respon- 
sible for' administering Indiap programs I/ the Bureau of Indian- Affair s 
(BIA), in t^e Department of tl^e Interior, and the Indian Health Service -' 
d-HS'), ii/the Department of Health,, Education, ^and Welfare.'; 

- - The iO agencies were selected on. the basis- of the size: of their' 
prbdS^eraent* oj^erations and their reported participation in the Minority - 
l^terpr'ise Program;- .A-g^ncie^s that^award nmerous or substantial con- 
-. tracts to minority firms were^ included as well as those agencies thit ■ 
award very few contracts to sucli ffrms. ^ Also, there was an effort to ^ 
include' agenciej^that purchased a variety of goods and services,, it^clud- 
ing construction, hardware, and" research services. The- agencies selected 
were: ; th^D.epartment of.Agricult;ure; the Department of Defense; the 
Environmental Protection Agency;" the General* Services Administration; 
■ the Department of Health,, Education, and Welfar'fe; the Department of 
Labor;- the Department, of Housing and Urban Development;* the Po^stal - 
Service; the Department of' Transportation; and the Veterans Adminis- 
''tration. The .Commission staff interviewed 53 contracting officials in 

« « * 

.these agencies. , • . ' ' • 

The "Coninission- also sent questionnaires fco 1-37 State and local 
governments to obtain data, on their, ooptracting. w;lth minority and female^ 
owned firms. -In addition^^ interviews were conducted with 16 represen- *, 

\fcatives of minority busi/es^ development organizations and six women who^ 

. we];e 'either representati/ves -of female business development^., organisations 
or' experts on the subject. The purpose .of these interviews was' to get 
an overview of the problems confronting minorities and v?q^n seeking 
■A .govecnment contracts "and to identify minority and female-wned firms, 

"especially in manufacturing. Finally,* the Commiss^iotv interviewed 84 



' 3~ No data are Wt b^y the 10 Federal agencies surveyed by the Commis-, 

• -sion tha? wou-ld indicate .which agencies are contracting with firms owned 

* by women. ^ 



5 . . 

minority males, 20#inor£ty^ females, and 21 nonminprity female business 
persons. • - • ■ , » . 

' THE AVAIIABILITY OF DATA . ' ^. 

* Although responses to* the Commission's questionnaires to Federal, 



State, and local/ govamments yielded some useful information, very 

'little was obtained in the way of hard data, federal agencies do not 

collect data o^ contrarcts awarded to feither minority or ^onniinority 

women. Data r4ported ♦by the agencies regarding contracts and ,suUcon- 
• * * / • • ^ \ * 
tracts ikompetitively awarded to minorities aire not based 6n sound d,ata 

collecting procedures rfnd^are often ^stimatefs or guesses/. Data were ^• 

virtually nonexistent 3t the State /and loc^l and levels, and where data 

were collected, rarely were they^ross-classified by race and sex. 

Given the unreliability apd inadequacy of the data, more reliance 

had to be {)laced on the observations and experience of program officials 

and participants^ in arsessing Lli? effectiveness of special contracting 

programs. • ' 

I This report anal\^es the mat** rial in two parts. Part I analyzes 

** » * * . . * 

the participation of minority a^i "vnale-o\«ied firms as Federal contracg 

tors, while Part"^II addresses their participation as State and Ic/cal 

government contractors.* * 

TIE USE OF FY 1972 DdTk • 

^ ^ , o • ' 

The Commission in undertaking this £.i.al}sir> dre ?* heavily upon FY 

1972 data compiled by ^le President's Commission on, Government Procure*^ 

ment, since it was the m^jst cu»"rert and reliable .data ayailalvl'i at the 

time the sEud/ began and uhe use o'-' mor« ^current statistics would have* 

' * * \ '''' . ' 

^er^ailed a protr i -tad and complex task of * reconciling and verifying 
». - ♦ 

disparities in figures ruport-^d'^y the contracMng agencies and depart-* 
ments, Ztk a..d .-he OfJExcc of Hiaority Business Enterprise (OlfflE), and * 
the mii.ority and female contractors. • / 



4. See apnend/,x A or a comprehensive analysis of the raethodology used 
by the Coimiss-'u'i in obtaining the data\for thi'S report. It includes 
a iiscussion of the bases for selecting inter'vie^we.cs, and tjic size and** 
industrial classificatioi of the firms- whose owners werej^interviewed*. 



• ^ " ' ^ * 

J' , . . * 




r 



ThoUgh/the" volume of , contracting with, minorities has inc»«ased 
-since FY JL972, -the ratio of contracts awardegl. minpriCy and feraale-t ' * 
^ owned fi^rms to total contracting *has chanjged only slightly. DOD, f or , • ^ - ^ 
example^ awarded p,.27 percent of "it^ contracts through- the 8(a) pro--' ' ' • 
gram In FY 1972 *and percent in FY 197^. Where relevant, ftowever,^ , 

data* for more recent years are^cited xn the report. o 
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• \ INTRODUCTION 

- \ ■ \ ' . ■ 

The Federal Gbvemme.^t spent approximately $57.5 billion for goods 
and services purchased 'from private contractors in FY 1972. Figures for ' 
FY 1974 have not been reconciled, but from all indications total contract- 
ing amounts were higher than for FY 1-972. In FY 1972, the combined total 
of Federal contracts awarded to minority and female-owned firms, however,., 
amounted to less than 1 percent of the overall amount. 

Federal agencies ^purchase a variety of goods and services ranging 
from weapon systems to paper clips, from sophisticated consulting services 
to janitorial and landscaping services. In addition to government -wide 
procurement .of standard commercial products, agencies such as* the National 
Aeronautics and Space Administration, the Energy Research and Development, 

Administration, and the Department of Defense stimulate new technological 

^ ^ • ' • \ 

aticf industrial developments to meet space exploration, energy, and 

national defease ne^ds. Federal contracting piays a significant role in 

the economy, purchasing an amount equal to 4.8 t^ercent of the gross ^ 

. / ■ 7-.* 2^' * i* 

national product in FY 1972. However, the industrial distribution of 
minority and female businesses and the nature of .Federal spending tend to 
limit the potential for the participation of such firms as contractors. 



M analysis of government purchasing by broad 



categories tor , 1973 . categorized 



Federal contracting as\follows: con- 



structV^, '8^. 7 'percent; .materialk and supplies,. 53-3 pepent; and 



5 

services; 38.0 percenX. Aa.aii 
which was published -in L974 and 



alysis of FY 1967 FederU contractirig, 
is the most recent detailed 'analysis 



boat building) . 
were for repairs, research > pro 



mdus 



trial 



available, show^. th^e 70.6 percent of airpurcha_ses f rom \panufacturers 
for materials and supplies were in five categories of products; (1) 
military weapons and acces,§orie6 
products; (3) radio, television, 

crafit and parts; and (5) transportation equipment (includih^^ ship and 
^ A major portion of Federal. p:urchasds of services 



; (2) chemicals dnd selected ' chemical, 
and communications equipment; (4) air- 



fessional services, and travel' accomor 



\ 



dfitions (transportation and lodging). 

This same analysis of governraefat .-contracting by industrial 
Categories for .FY 1967 shows ' that^' the Federal Government consum 
significant, portion of the tptjkl national oift;put of several cate^gories 
;of manufactured, products, such a^ ^/^pons and accessaries; aircraft • 
land^^ircraft parts; and radio, television, and communications equipment 
I (see-*table 1) . " - 

■. ' ^\ ■ . \- 



5-1 .Calculated from data' provided in the' ufs . , .Depa|tment of Cbmmerc>^ 
.....vev of Current Business , table -3.14 "G.overnment P^^^ha^^-fr^"^ 
- , u,. rv r::;:^..!!.^ ^nn nn^rterlv," July; ,1974, p.** 3/. ine 



and Services by Type, Annua lly and Quarterly," July, 1974, p. 32. The 
'Srcentages are for 1973. For purposes of this analysis, purchases 
' 2e "atS orized as .construction, materials and supplxes f/;-- 

r^. c^nVv Pv of Current Business refers to cpnstruction as^_ structures ^\ 
.' and materials and supplies as '.'durables and nondurables. 



6. 'Cakulated from data provided, In the U.Sf., Department of Commerce , 
-Sur^ev-o^ Current Business, table I, "Interinduspy transactions ^ 
'1967.," vol.154, no. 2 (February 1974)-, pp. {t2-43 . ' . 
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TABLE '1. FEDERAL CONSUMPTION OF THE OUTPUT OF SELECTED INDUSTRIES< (FISCAL 

Year i967) ^ ' ' - ^ ! ■ ' M * 



I|idl|s|ry ^ 



Ordnlnce Accessories 
*Aircra;|t and Parts 
Radib, Television, and 

Communication Equip. 
Transportation t^quip . 
Office Machines - 
Maintienance and Repair 

pon^truction 
Office Supplies 
New Construction ' ' ^. 
Other Furniture and 

Fixtures 



Federal Purchased 
Percent of 
Total Output 



77.0 
39.3 

33.7 
19.8 
8.0 

6.2 
6.8 
4.3 

3.2 



Source: U,S,, ISepa^tment of Commerce, Survey of Current Business > vqI. 54. 
no. 2 (February 1974)V^tafele I, ppi A2-43. , I ^ / 

The contracting opportunities for;firms producing the go'ods and 
providing the siaryices listed in table iTare^suhs^antial. Thk dearth 
of minority aijd female-oj^ed firms in these industrles^see chapter 1), 
however, limits their potential for increased, participation as govern- ""^7^ 
ment contractors. . i 

In the late 1960's* the Federal Government recognized ^he existence 

of the difficu^{;ies facing jni.nority/ businesses and the need for minority 

economic development. Shortly after taking office, Preslcient Nixon 

issued ExeputiVe Order 11458 (March 1969)^,. announcing a national policy 

b,f -fosteiring minority business ownership and ^ development. Using the 

jnecHanijSjns of Executive orders. Federal regulations, and congressional 

appropriations, the administration developed a range of programs, .that 

it spread among several atgencies. These programs together comprise the 

Mlnofity Enterprise Program, 'wb/ich assists minority-owned firms '^i'n a, / 

* ' • ' ' - I ^ 

variety of x^ays, including loan packaging, contracting, and technical 

assistance; * . ^ j 



• -T-hree special programs w^re established to assist minority firmff- - 
effoirts to i^ncrease /their share of Federal procurement "dpars ; the 
Small Business Administration ' s 8ta) subconbjacti.ng program based on . 
the authority given the SBA hy section 8(a)' of the Smal^^ Business Act 
to contract with Federal agencies to provide goods and/services and 
and, in tutn," subcontract the actual work to socially^and economically ' 
disadvahtaged businesses the minority subcontracting, program, autho- 
rized by a contracting regulation which, urges major federal contractors 
to offer subcontracting opportunities to minori-ty-ofed. firms ; 'and the . 
Buy Indian program, based on a statutory provision authorizing the , 
Bureau, of Indian Affairs apd ".the Indian Health Se^vicl^tb -contrac;^ . 
directly with Indian firms, .fiespite differences in operation? the ' 

common purpose of -these programs Is to develop- markets for minority ' ^ 
-businessek; In contrast, the. o'.the^' programs i^' the- Minority Enferprxse 

■Pr^giain, ^.uWasrthe Equal Opportunity Loat. and Management As sxstant . 
. :progrims, foes- on the development ol financial and technical-resour^es.. 

■.Although - t-here iSr-a. naSonal policy recognizing the need for. spe.- , 
'cial contracting ^rograms^ ISr minorities, includilfg minority ^omen, . - 
- there is- W policj^^^cognizing^such a need, for nominoifity-.wojnen. This 

part of the*repor,t^'examines faatd^s xmp^^iBg minority and female-owned 
.-firms' in obtaining Federal contfacts, analyzes the availability of . 
.special -^^tractilig programs , for iinority and nonminor^ty women, and ' 

assesses the Sijectives,' p>era|ions,. and effectiveness of the thi^e 

■special T..eder;i contracting p^btrains cfesign^^f to assfst .minorities . 



4 



Chaptei: 1 



> MINORITIES AS FEDmLoCCXlTRAcfoRS 

The most; comprehensive data^on contract twards. to minority ofirms 
are contained in the annual repoft of tlie Office of Minority Business ' 
^^ntfi^r-ptise (QMBE) in the D|partment p.lE •Commerce'. ' According to OMB^,' 
, the ^Federal Government/ s, purchases from identified minority frfms 
totalled almost "$394 million in FY 1972^ (|ee table 2). The total for ' 
FY 1969 ^as $i2.7 million.^ Both figures include^xrect conttacts, ^' 
; . ' v^subcontracts^^war'^^^ by major^government dpntractdrs,^ and subcontracts 
' awaVded through the Small' Business Administration's Section 8(a) subcori- 
V t^ac.ting*program-. - \" ' C * . ^ 

' awarded' to fxT^s which h^ve "^een identified as- niinority 

j owned .totaled 0.7 percent of all' Federal procurement in Ei 1972.^° 
. - . ' despite the fact*thafc' minorities owned 4 percent of all American businesse: 
in ;969'..--'^h6^ 1972 gross receipts for all mino,ri"ty; firms are.nostjyet 
jyaijab-i;e;,jbu6, using OMBE 'figures , FedefcaVpjir chases from minority firms 
'■'in-FY 1972 totaled 'less than 3. ^'percent' of the ;L969 .minority gross ■ ' 
receipts., .r - ' ' - ;, ' ' 



'■if 



■7. S,e,e U.S., Department" of Commerc-eL, Office Of Minority Business Enter-o 
' ■ Pri-^e, ,Repoft-_-to the Presi dent on Minority Business Enterprise (1972) 
- p. I. AccQrditig t.6 OMBE -figure s,^£p;tal contracts and subcontracts- ' 
^warded to jriinbrity- firms in FY 1974 amouqfiedj to $701.3 million,. This-' . 
.f.*igu?:e;;. .hpweve.r^. has;, not be^n.verif ied^and admittedly includes cont-racts ' 
-. . ^^^'^•^^M^y private and public gradteeayof . . 

.-■,•8.,. S.ee chapter 7 ;for^:ai..a^s4jii|s.ion "of the 'subcontracting program.. 

,'=!?%l'eT Ffor^^ tl^cuSsion^of 'the 8 (a), program. \ ^ 

r-ci^^ ':^^'^X°^^-^.f^'^S^^^^ to"$57!5 biUion. . 

.--^■•^•••-•■.'aepoxt of- theyCoiiTOlssidrron Government Pr ocurement fWashinptnn , D.C.' 
i;" Dr p,.' 155 (hereafter dited as Report of thi ' 

■ -' 'Cdmmiss ion on 'Governme nt' PrncnrPinpnfi \ - 

~ ■ J ■ * - \ '. 

■y^ ll%--^U..S;;-j.-;pfipa|tmenfc .of Commerce', Bureau of ^Itfe Census, MitioKitv-Owned 

./ Bt/ands-sgs; .10-69V fe^-l Cl^ZD, p. 1'. (Hereafter cited as Minority- 
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These s'tatistics may ^ven cverstatfe the extent ^to which minorities 
P4rtic1:pree"in government c6xitractiteg{ The most reliable data are those 

provided to OmE by the Smal\l Busiriiss Administration (SgA) on 8(a) pur- 

12 V / / 

chases. Other' 0>IBE data oft, di;ifect^co^ and subcontracts are 

inconsistent/with data , submitted to the Commission by Federal agencies. 

Figures supplied by\3 of th^ 10 Federal agencies that responded to the 

Commission inquiry differ^ substantially from the data furnished by OMBE. 

, The Department of Housin£^^nd lUrban Development (HUD) indicated to \he 
Commission that it ai<farded'^ly $2.3 million in contracts to minority 
fiirmsT^^le QHBE, ^epojrt^d that/ HUD had awards of $89.8 million. 
(See table l.\ The Veterans Administration (VA^) reported $1,84Q,,393 
less than, tlie amount reported^ by OMBE, while the Department of Titans- 
portation (DOT) reported $450,000 more than the amount given by the 

^ OmE report. ' • ' / - . ^. 

, If the OMBE .eport (see stable 2)^.is adjusted -to reflect the* figure-s 
supplied by these three agencies, total Federal purchases from minority- 
owned firms are reduced by appi:oximately»25 percent to $300,056,487. 
Als^o, while the Federal Government purchases goods and siervices equal to 
approximateJ.y 4.8 percent of the gross national^product, according to , 
responses to the Commission's ^questionnaire its purchases of goods and 
services from minority firms were less than 2.9 percent ^f the $10^. & 
billion minority gVoss receipts for fiscal year 1969. 



12. Some pf the inadequacies of SBA's c}a£a are discussed in chapter 5. 

13. However., the OMBE figures^ inclt^d^cbntracting opportunities pro-, 
•vided by Federal grantees, which are not^ strictly direct Federal procure- 
ments and, thus; improperly included as a Federal* contract or subcontract 

14. The HUD figures^ for FY 1974 are even more suspect. While (MBE ^ ' 
reported that HUD awarded $142 million in -contracts to minority-owned 
firms, hud's total contracting was only $24^6.5 mi*llion. OMBE ,of ficlmls . 
concede that* HUD figures may ^nclude contjractfi^awarded by gran tees, ^ 
^lich are not, in effect, Federa*l contracts or subjvontracjts. 

15. The Department of* Defense does not maintain records on direct pro- 
curement from minority firm§^ so neither the OMBE total nor the ' 
Commission's adjustment include DOD's direct purchases. 



CHARACTERISTICS OF MINORITY- CWNE'D FJRMS ' . 

• The .cJrrent potential for significantly increased participation bf 
minorities '.as governm^rit contractors is limited by 'the number of such . 
firms, theirWdustrial. distribution,* and their size. While the Federal 
Government" sperit"^53v3.-perc/, It of thj, total dollar *value ^of its contracts 
for materials and ^upplies (manufactured goods), mino'rity firms are not 
well represented 7n industries that.produc6 these gbods. According to . 
the IQfiQ W.nsus. of Minority Businesses , there are 321,95.8 minority^ firms" 
in the United 'states withSgross receipts totaling $-10.6 billion-. ■ 
These "firms are overwhelmingly concentrated in Qe retail and nonpro- 
fessional- service> industries in which the Fe-deral Government d.oes^th^ 
least- amount of contracti^^fe-. (see- table 3). . _ i^^' 

In manufacturing, th^> disparity between the numbfer of minority 
firms and all manufacturing firms if pronounced .'^ AccoKding-^to estimartes 
manufacturing firms numbered .401,000 In 1967, accounting for 5.3 percent 
of all firms while minority manufacturers. numbered only 8,000 in 1969 
•accounting for 2 . 5 ' percent' of all minority firms. More important, 
marui-f-atrTurihg accounts for 39.3' percent of the gross, receipts o'f all 
fitms, but only 6.1 pevcotrr^ the gross ;reiqeipts 6f minocity firms.. 

Minority constrGcCion firms comprised 9.2 percent of ali minority 
firms "in 1969, while construction firms accounted for 11.4 .percent of 
all firms in 1967. Most minority construction firms are classified as- 
specialty constractors . iJfabt, only 1,62!7 or 5,4 percent of all 
minority, construction fir^s are general contractors wit|» ^id employees , 
Since the Eederal Goverriment contracts witn general construction.. * 
^ contractors rather than' specialty contractors for new constructibn, 
:mii^ority firms are^r'arely'dble to benefit directly .-from governmene 
spending for new construct ionTT^ ' ^■ 

16. Minority- Oumed K.usanesses ; ^ 1969 , p. J. ^ , 

17 The 1Q72^ Census of'Vlinoritv Businesses ji^sed. 1967 comparisons ^for a 
firms .because it was the most recent data available at the time the 
minority -census was conducted. ' ^ ' " 
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TABLE* ^. COMPARATOEVE^ ANALYSIS /OF THE INDUSTRI/^ t. :^ISTR-iBUTIOr^AND GROSS 
./RECPPTS OF.FIRI^ OTMJjD, B^-. MINORITIES AND ALL U.S. FIRMS ' ■ > 

*■*-*'•■:?.'•■'•( ■-f* • • .• -- 
. V. ^ • * *■ . - ' \ ■ ■ 
, ^ Classification ■ Percentage of Finn>-^ Perfce-ntage of Gross 

AU I Minority -J' . „ .Receipts 



. »■ 



'■ F'irms i Firms ! All Firms 



1967 h r 1969 . ;' TmT 



Minority Firms. 



^1-96-9 



construction-,- '-5.- 11.43 ,^ 9.22 * i' 6.1 - ' Tr 

•Manufacturing— 5.35 \ 2.48- '^^ ' 39 3 i • 

/ S!°^--l- .--..-^i.. 5.78 1..70.;-U2 S'S" 

Finance ai^d Real Estate-- 1'6. 33 6.77 53 ' si 

' • Se letted Service-s^^--r--^- 2*4.07 ' 3i:31--;' .4'l : i^r 

/Jr^ail-,-------....-._,V?-.2::^.32 _ 36.11, ■ ,214 ' ^s'?- ' 

^ ./Transportation— J,™ 5,79 ^ 7^,36 ^ « ^ . 3 ^ ; : • 

— Totai-^— ■-100.00 I'oo.od 'loo.oo ^- 100.00 r." 

- - ■!°""!- Department,of Gomrnerce, Bureau of the Census. Minoritv^Owned 
- .Buslines se^:- .1969 . ^fB-■^^nQ^^^^, • s.^' , uinority uwned .. 

a;he -limited size of most minority firms, measured in terms of tite.." 

numb^ of^employees, volume of business, and the-financial r^'so ^ 
■available to them, tends, to make it. more difficult f or .them"'to. compete' 

, --.for Eederal contra^cts and comply 'JitH- Rr4awa.rd survey standards for.-. ^ " 
_ ^ Federal Wracts. Qnly' 90,000 or 27. .9 percent of all m'inority .f^r^s 
. * have paid, employees, .and they are mostly ■ retail firms. The average ' ^ - 

•■ number of ^mploy^es' for all minority firms was four in 1969, while minor- ' 
ity mahufacturers averaged eight employees per firm. The average ' ' 
gross receipts for all minority- owfied 'firms 'was $33, 000^ annually .while 

the averaie gross Fec^ipts' for.all United States fitms was $200,000.^*^ 

= '■ ^, ' ' - ■■ . • . . ' .. 

^ iT ^ • • . . « . 

- .18. Federal coptracti-tt'g officers are auth'orized to 'cotiduct surveys to *« 
determine whether 'proposed contractors have or are able to oufain th^ • 
1203!(l-7(f)"^ri!ujr'7"^'^ ^ulpment, and personnel. 41 C.F.R. 1-1 

- * Minority-O wned Businesses; '-1969 . table "7, ppv 142-43.' ' . ' . ^ 

.20 Calculated from data 'in Minority-Owned Businessei- Tjfig' g. i "and 
table B-, -p. .2. - ■ — rr" — ■ . ' ai.u ,^ 
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: ?ew piinority-owned. firms are considered major enterprises . 
Practically all are Wl businesses, accordiirg to the* Federal prpcure- 
ment .regulations/^ For example, the regulations state that a cons- 
truction contractor must have gross receipts -exceeding $7-,5 million for , 
3 successive yea^e not to be considered srftall, and manufacturers must 
have at least 50a.empl9yees . (More employees are required in certain 
industrial categories such as: food apd kindred prod^icts, 750; and 

. ,,1 cnn^ r According' to "The Black Enterprise 
ordnance and accessories, 1,500;. ' " , * 

100," 2^ onl-Z^oneVof the construction firms listed exceeded the $7.5 
million small business limitation, while none o£ the 28 manufacturing 
firms exceeded the limitation on the number of employees allowed a 
small' manuf acturin^ . f imji ' •• , 

""^"^ ~~- ' „ w /I r v\ §'l-1701-l prescribes size- and gro 

il-r - Procurement Regulation 41 C.F.R. 5 J. i/ui-.-t v 
receipt limitations for firms eligible for participation -xn small 
'■'business set-aside contracts. 

22. * 41 C.F.R. 1-1.-701 (a) (b) (1). 

23. "The Black Enterprise \oO>' is a compilation of. ^he top^lOO^blac^ 
companies, based.on gross, receipts for calendar year 1972, ^.hich was 
"pvAlished in Black Enterprise , June 1973, p. 3>7. . 
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WOMEN AS FEDEIiAL CONTRACTORS 
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There is very little information available on the participation ^ 

of female-owned businesses in government contracting/ Information^ 

^^obtained in staff interview^ suggests, however, that the p'articipatfon. 

"^o of women in direct cbmpetitive procurement is less than that of 
* . 24 ^ ' ^ 

minorities. Of 41 female entrepreneurs interviewed (20 minorities 

and 21 whites), only 8 have b^en awarded government contracts. None 

^ has been awarded, a .contract through the competitive bidding Drocess 

. though 26 of the 41 female en trepreneurs- indicated that their firms 

re^ul^rly -bid for Federal contracts. - ' ^ 

\ SBA reports on the 8(a) program provi3e.tthe' only data on contracts 

, awarded to firms owned by women, btit^tih^ data are' limit^S' in that only/ 

\ ^ contracts awarded through the^^a) subcontracting program are recorded. 

. The Commission identified only 38 female-owned firms approved for the 

8{a4; program out of 4 total pf 1,7^ ^(mostly minorityX, with all but 1 

. 5f the female-owned firms being ownea\by minority females. These 38 

female-owri^ firins^received only $3 milrHon out of a total of $153 

million in B^Xa) contracts"Tur~f^HW-2^^^^ ' . . ^ ^ ' 

The 10 Federal agencies surveyed by the Qommission reported that 

they did not collect data on competitive contracts awarded to women. 

24. Jhe' Commission's sample was selected from SBA reports: Firms 
Approved for 8(a) Contract Assistance (1972); and Status Report of 8(a) 
Contracts (1972). A list of female-owned firms compiled by, Wanda Banks 
Associates was also used. For a description of *the basis for selecting 
firms and the size of firms whose owners were interviewed, see appendix 
A. , " 

25. SBA does not' classify contractors or contracts by the sek of the 
firm's owners*. ^ The Commission compiled its lists by inspection of 

* owners' names , ^"verified by telephone and cross checks with other lists. 

26. Tabulated from Status Report of 8(a) Contracts (1972). 

27. "bnly 6 of the 10 agencies responded to questions about female-owned 
firms. The Department of Defense, the Department of Housing and Urban 
Development, theL<?l?ostal Service, and the Environmental Protection Agency 
did not resp'ond: * , - . • 

f 

29 "12 • " ' > 

* 



^1 



J 



13 



The response of" the General Services Administration (GSA)- is jtyp^-cal: 
' Overall data on 1 the" number of competitive .contract? . 
awarded to womeii t6 not available at this time. The 
"sex of the ownexls of businesses who rec^i^ed Federal 
contracts is nod recorded in all instances and, if it. 
were available, jcoliipilatipn of the data would require 
extensive time due to the large number of^- contracts. 28 
Thls'lack of data aWd the absence of procedures for collecting 
information oh contracts>waf ded to women are indicative of the low I 
priority Federal agencies have assigned to female business development. 

indication of.Federal interest in women as contractors was 

brought to the attention of the Commission; an HEW Contract was awarcTed 
by the Woien'-s Action Program to determine the extent to which wom6n . 
have been successful bidders at llEW. Although HEW has awarded numerous 
contracts for the evaluation of firo^rams affecting women, only $28 
million -or -5 percent of HEW's FY 1972 contracting was identified as 
having been awarded either to. firms owned by women or .to projects 
directed by women. The. 'study neither distiniuished firms owned by women ^ 
from firms owned by men which employed women as project direcfors, nor 
cross-classified female-owned firms by racij)r ethnicity because such 
■data were nofe.availaljle. ' / ^ 

nHARACTERISTICS OF FEMA LE^OWNED FIRMS 

Female-owned firms, like minority-owned .bjisinesses, are limited; in ^ 
their participation- in government contracting by £heir number, and us- _ 
trial distribution, at^d .size". ^Although the Bureau of; the Census, in 
cooperation with OMBE, condudted^ a comprehensive survey of minority 
firms, their -data do not distinguish between minority male' and minority 
female-owned firms-. A simiu'rWf ort to collect information oh firms " 
owned by women- has" not. been undertaken. The limited- data available, 

28. Janice K. Meidenhall, FederaV'Wome^'s Program Coordinator 
Services Administration, letter to Martin Sloane, Assistant Staff 
• Director, Office of Program and Policy Review, U.S. Commission on Civil 
Rights, received May 1, 1973. 

29 See "A Study of the Extent to Which Women's Firms Have Been Involved 
. in Evaluating DHEW Programs," prepared by Wanda Ba^s Associates, ■ . 
O contract No. (SB 3-2-08 (a) 73-C153) (June 20, 1973). 



such as on firms certified for the 8.(a) program or oh those receiving 
SBA loans, suggest that the number of firms owned -d,' actively 
controlled by. wrai^n is quite small^and that their economic impact is 
negligible. \ ' ' . . . • 

Ifliile an analy;sis of female-owned firms receiving SBA loans in 
FY 1974 may not represent a scientific sampling of such .firms,_ it does 
shed some light on the type and nature of»firms owned, by women. Based 
on the SBA data, these firms are heavily concentrated in the wholesale 
and' retail classification (58.8 percent), which seldom ^provides goods 
and services purchase^ by the Federal Government. (See table 4) 

. ■ ' \ ' ' ' ' ■-■ 

TABLE 4. INDUSTRIAL CIASSIFICATION OF FEMLE-OI^TED BUSINESSES RECEIVING 
SMALL BUSINESS .MANS, \fISCAL YEAr' 1974 O - > ^ 

^ Classification 

■ 'Transportation and. 
' Communications'*—'-'-" — 

Construction ---i.,. 

Manufacturing 

Wibt^sale and Retail-- 
Finance, Real Estate, 
arid \^Insurance --••r — - 

No Iciass^-fication 

Selected Services. 

Mis:;ellaneous 



Number • 


Percent 


49 


2.5 


37 


1.9 


156 


8.0 


1,143 


58.8 


9 


0.5 


. 8 


0.4 , 


520 


26.7 


24 


1.2 


1,946 


100.0 



Note: 



le-owned -i 



Based on 1946 ffemale-owpe4 'firms receiving loans from SBA durip^ 
FY 1974. Female-owied firms have not. been identified by face or 
national origin. 



James B. McDaniefl, Project 
Re.view, U^.S*. Commission on 



Source; Information provided b\r SBA, Diyision of Reports Management, 
Richard J. Sodoski, Director, Reports Management Division, letter to 
" - . ^ . Direcltor, Office of Brogram ^nd Policy 

Civil Rights, Jan. 16,_ 1975. 



Firms owned by women elso t4nd to be concentrated in industries 
characterized by their small siz^ and Jow gross receipts. For example, ^ 



753 or 38.6 percent of the |L,946 female-owned firms receiving SBA lo'ans- 



in FY 1974 were in six indus title's [in which the size and average gross 
receipts, are' generally small.-, (sie . table 5.) 



TABLE 5. ANNUAL 
GORIES IN WHICH 



AVERAGE PROFITS FOR SIX SELECTED RETAIL BUSINESS GATE- 
FEMALE-CWNED BUSINESSES TEND TO BE* CONCENTRATED 



< 




Annual 


Annual 


.' Annual- 




Percentage of 


Average 


Profit' 


Average Margin 




Female-Owned Firms 


Gross; 


Per- 


for Salary and 




in the Industry 


Receipts 


centage 


Reinvestment , 


,ReS'taurants ' 


' 12.5% 


$60,000 


ll.L3% 


$6,678 


Gift and Novelty 


' 2.9 








Shop6 


30,000 ,,. 


,14.04 


4,212 • 


'Clothing Retail 


ii.'y 


30,000'' 


'■16.71 


5,013 / 


Beauty Shops 


' " 5.8 


25,000 


19.41 


4,672 - 


Variety ^ Stores 


- 1-0 


35,000 


12.49 


4:, 371 


Grocery Stores 


4:7 


1-50,000 


5. "49 


8,235 



Source: Data ^on concentration ofc female-owned businesses are based on 
U%S.,, Small Business Admin istratiorv, "Loan Approvals ;to Women— -.FY .1573 . " 
Data on average gro&s receipts and profit percentage are based on infor- 
mation found in. Accounting Corporation of America, ^.Barometer of.^Small 
Business, vol. 23 (March 1972) . (Th^^^^^atistica'l base Jor the^ average 
is based on a survey conducted by the Accounting Corporation of America 
in 1971. Th^ survey covered 1,336 restaurants, 64 gift and novelty 
shops, 75 variety stores, and 1,3^5 ^grocery stores.) 

^'Before Owner's Salarv. 



. " A significant number of female-owned firms, however, are in 

^resear^ch consulting and miscellaneous services, which are. likely to 

' 30 ^ 

provide' services purchased by the Federal Government. * These firms 

^.^aiso are likely to have developed some expertise and capital resources 

" f- 

and are, therefore, likely prospects for agencies seeking to increase 
> ^' ' * ' ' f 

Federal purchases from firms owned by women. S 



30. Hver, 50 percent of the= 38 "female-owned businesses participati^ng 
in the 8(a) program are concentrated in services industries. This may 
be due, in part, to the type of firms acceptable for 8(a) participation.^ 
Retail fii^s are discouraged -unless a concession opportunity is available, 



' ' ^Chapter 3 ' ' '^-^ ■ ' ' 

' . ' . " l- 

LBIITS COMMON TO MINORm AND FEMALE'-OWNED FIRMS ' PARTICIPATION IN 

GOVERNl^T CONTACTING.,-- - ' - — - " 7 " 

- ^- • 31-- ' "... ' ". " • ' ' . . ■ 

Marketing ' for government contracts ig. a very competitive business 
_ and firms bidding for governinent," contracts,^;hould have adequate working 
capital, a competent marketing's tiff "with a/thorough knowledge of Federal 
contracting practices, and knowledge of contracting opportunities in'^i . 
.ojrder to be successful. Without these resourc^es, firms are greatly 
h^mperfed in obtaining. Federal contracts-. Minority and- female-pwned "firms 
as will be pointed out later in this report, do. not have these 'Ses'ources, 
according to minority and female entrepreneurs interviewed by- the Com- 
mission's staff. 

^ In addition, Feder'al contracting procedures and practices also 

represent .obstacles impeding both minorities and wom^n from"^bj:ainihg " 
gQvernme'nt contracts. Government c'ontiracting methods^allow coritracting,_ _ 
o'fficers considerable subjectivity in selecting' firms 'wifh'whiqh. to do ' 
business.. Therefore; the attitudes and willingness of these officers to 
accept minority and £enikle- owned' firms as contractors are crucialTactors- 
in their, participation in goyeirnment contracting. The degree of repre- 
sentation of hTinprities and women in pol^icyraaking positions in government 
contracting, similarly, may have a decisive influence, ih the selection 
process. * ' , , > ^ • 

GOVERNMENT CONTRACTING PROCEDURES AND PRA CTTnPfi 

j There are three basic procedures for awan^ing Federal contracts; ' 
(D lformal advertising with compe.titive bidding, (2) negbtiation with 

31,:."^rketing" refers to: (1) familiarizing Federal technical reore- 
sent^tives and contracting officers with the capabilities oi the fim' 
'(2) learning as much as pos.sible ^bput contracting opporCunities 
offered by a particular agency, in gener'il,_ arid of ilSSinenJ'contractine 
opportunifries, in par^ticular; and (3^ preparing and Submitting bids or ^ 
proposals to ^Federal agencies as requested. * • ' . 
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' ^ - ' 32 

jcomljeting firms, -and (3) negotiation .without competition (sole source), 

The fo^l advertising procedure.consislts. of .synop^izing procure- 
ment needs in fhP nnnimerci- Business Daily and" issuing'^invitations to ^ 
bid. Interested firms then submit offers indicating their priice for 
providing the de;signated supplies or geryj-ces. The contract; is there-, 
after awarded ,to| the lowest "responsive"\nd "responsibi^e" bidder.^ The . 
deterinination of responsiveness 'is made on the basis of the bidder's 
^writteri commitment t:o the terms and condit4^ris, of tlie invitation for bii, 
(IFB). This determination is made entirely O^^^t^basis , of the; docu- 
ments submitted by the bidder. The deteminati^| Whether a bidderTis 
"responsible" is based on judgiiients of the bidderi''s capability and 
capacity fulfill contractual obligations. Information relating to. 
= this, determination can be. obtained after the bid opening. ^Contracts 
larded on the' basis of formal advertising are for a f ixed^'price, with 
the contractor bearing the risk of loss in .the event' of an error in 
~Sincuiating costs, delays, or hardships encountered in producing the 

goods or providing the services required by the contract.' 

- - * ' . -5^ 

32 Two statutes controLi*urchasing in the federal sector. The Armed 
Services Procurement AcjSe 1942 (ASPA), -lO^U.S.C. 2301-2314; 50 U.S C.^ 
403(c) (1970).; and the fefferal Property and Administration Services Act 
of 1949 (FPASA), 41.U?S".C. 251-260 (197.0). -ASPA governs the pur.chasing 
policies of the Department of Defense and the National Aeronautics and 
Space Administration. TPASA govern.? the purchasing policies of all other 
-agencies. The Postal S-ervice, which is an independent corporation pur- 
4dant to t^e Postal Reorganization. Act, P. Law 91-375, has its own . 
procurement -manual, issued Oct. 8, 1971. !^ ' 

33. S^ynopsizing is the process of publishing a descriptioo<;of tKe items 
• dr'serJices to he purchased and providing information on bid] forms due 

dat-es, and time and place of bid openings". The Commerce Bti^iness Dai^ ^ 
is-'a Department of Commerce publica^tion that list iiaatations to submit 
Ij'ids and proposals and notices of contract awards. See 41 C.F.R. S 
1-1.1003-.1; 32 C.F.R. 8. ' . • 

34. See 41 C.F.R. 1-1.12- . , 
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1. Tim statutes, governi=ng- Feder'aT pf6c^^ formal adver- 

•tising,' as it is considered to be the fairest and mo&t economical means 
of -purchasi-ng... Numerous exceptions- are 'permitted. in those cases 
, wfeere an exception, to -formal ad\^ertising is permitted, contracts may be 
awarded "through the competitively^ or noncompetitively negotiated pr;o- 
cedures. Though it is not- viewed favorably by , the General -Accounting 
Office, a substantial jjortion of'all Federal contracts is awarded 
through negotiation procedures.' , 

Competitively negotiated procurements are also synopsized in the. 
Commerce BusinS'ss Daily, in which the requests for proposals (RFP) are 
described and' -due dates"for responses stated, ^n addition to the publi- 
cation in Commerce Business Daily, agencies select firms to whom they 
issue fequests for proposals. The list of firms to receive RFP's may be 
• compiled- from a number of sources, including agency bidders' lists, 
commercial ^directories, ana sugge^stions fr6m technical representatives. 
In competitively t^egotiated procurements, cost estimates are submitted 
■with the proposals,* b^t. technical requirements may -be given greater 
consideration in the selection. process . . „ ' 

Contracts.'cannot b'e negotiated unless .they- fall within the excep- 
tions permittee': by the Federal Property and Administrative Services Act 
or the JArmed Services Pcocur e'ment A^ct. Generally, .'however, contracts 

f^'.rf'i'^tiV'M and Adjninist^^ative Services" Act permits- 15 exceptions, 
^i, y.S;C. 525(c), while tl^e Armed ',Sery ices Procurement Act permits 17 
lOiU.S.C, 2304('a). » ' " ' 

I ' - - ■ ' ■ • 

36'.^ The Commission on Government Procurement reported that in FY 1972 
'58..(h.perqeTit of reported DOD military procurement .dollars involved, sole 
source contracts. Report on Government Procurement , vol. 1, p. 26., 

37. Technical representatives are the agency' prograia officials for whom 
the goods or services are being purchased. Generally, q technical 
representative works in "tandem with the cofitracting offi'c^. in negotiating 
procurements., technical representatives' evaluations of 'g'tospective 
contractors will usually be decisive, since. they are familiar witto-the ' 
technical requirements of the work to; be performed. ' 



19 



38 

for reseafch and development are negotiated,' while contracts fo-t 
con-struction and materials and supplies'^ are^- purchased .thtpugh fotmally- ; 
advertised procurements. ' • 

Sole source contracts are negotiated without any competition and 
are justified on the grounds that, in a given situation, there is no 
reasonable alternative ."but to seek an* of fer from^a specific firm. This 
is usually because of .urgency, lack of a reasonable competitive 
source', standardization, or other factors' ... This is .particularly true . 
of D-OD, NASA, and AEC, where costly, highly technical items are frequently 
needed.. "^^ These three d|encies acbounted for $43.2 biimVor. ovpr /70 
percent of the $57 billibn in . contracts < awarded by' the Federal Government 

40 ■ • „ , ' / . 

in FY 1972-. : - . • . > , 

In negotiated contracts, considerable latitude^ is, given cont'racting 
•officers and technical representativyes in selecting firms with^hich to 
negotiate and in deciding^ whether a given firm is capable of performing 
according to the terms of t^e contract. • RFP's usually state that con- : 
tracts, will be issued to the'-most aJdvantageous^f fer sitojhe . government, 
-price and other factors considered." Contracting offipials must often 
rely on their judgment in determining which offers are. advantageous to • 
the -government and in deciding which firms are"- capable pf performing. 
Because of the considerable latitude given these officials, particularly 
in selecting sole source contract^irs, the attl'tudes of contracting ■■ ^ 
officers and technical representatives.toward minority and female-owned 
firm's are .crucial factors in determining whether or not they are given 
serious consideration. ^ , . , ' 



38. See 41 C.F*R. 1-1.12. ^ -r ' 

39. Rpnnrt on Gove nmient Procurement , vol. I, p. 26. ^ 

40 U.S., Office of Management and Budget, The U.S, Budget in Brief , 
Fisc al Year 1973 , appendix I. See also,- table 8, "Budget Receipts and 
and^ Outlays. 1789^1972." For additional information see Report on Govern- 
ment Procurement , vol.^1, p; 3. . , ^ , 
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Attitudes of Federal Contracting Specialists 

Commission 'interviews were unsuccessful iri securing information • 
on -the attitudes of c-ontracting specialist's toward female-owned firms. 
Contracting "speciaii'sts suggested that their total or near total lack 
of experience in dealing with such firnis would not support generalizations 
regarding their characteristics. 

Considerably less r'estraint was exercised in comments ort minority' 
firms, The nature. and intensity, of remarks by several contracting, 
specialists against minority firms, generaMy, and socioeconomic pro- ' ' 
'grams left little doubt that their attitudes toward female-owned finos 
•might be similarly biased. .Statements made, by several contracting " 
officers indicate that they may not., exercisFTfieir discretion in favor ' 
of minority businesses in evaluating the capabilities of prospective / 
cdntrabtor^ N^Since contractj^^icers have 'a great deal oj latitude 
in the evalua^tipn of bids submitted by. construction ■ firms, -as well as in 
.the preaward surve^ys 6.f mantifacfiuring firms, nonprofessional organizations; 
and service organizations, .their baises may surface at this point. ' 

Regardless of th^ objective qualifications of a. fipa, if the contract- 
,i,ng specialist believes it to be incapable, it will not be accepted: as a 
contractor\ A few contracting officer^, interviewed -by .the Commission 
staff, expressed a belief that minority fin^s are 'ineff;Lcient,. sloppy, 
lacking in business , acumen and knowledge of government, processes, or are ' 
"ju?t arlDt of extra bpther." When queried about an agency's efforts* to 
m ■• ■'i ' ' ' 

41. Comments on attitudes towards minority and/or feiliale- owned firms 

were made xn response^ to questions requesting an evaluation of the • 
.potential of these firms for government contracting and their views of ' 
problems. minority and female-owned firms faced dukng contract adminis- 
.sIfip5endix"A? ^^""^^^^^ description of the data^ collection ^methodology, 

42. Preaward- surveys are examinations of the. contractor^^s financial t 
records, management systems, and .production facilities to determine 
whether a conttactor is. capably of performing in a timely manner. In 
civilian agencies, the preawatd survey is conducted hW^ team consisting 

of contracting specialists' and, occasionally, a technical fepStative ' 
DOD surveys are conducted -by the Defense .CoJtracrAdSs^rSo;^^^^^^^^ 



-. assist -miiiority' firms, one procurement officer confided, "A lot of minov 
rity firms ^re like leeches. They don't want ^d' go, out on their own and 
do a little hard -work." He felt that special. programs to aid minorities 
were tantamount'lo "government handouts." .Another contracting officer 
who was interviewed believed that -"coddling" was needed when dealing^ 
with minority firm^. ' "It 'talces extrl time and care to deal with minority 
finiia, and a contracting officer shouldn't have to be a counselor," said 

one officer, '\ . j , *^ 

The negative and sometimes hostile attitud^^ of government contract- 
ing specialists ate reinforcfed by the belief that\^ocioeconomic" con- 

. siderations ,hamper the procUremen^^ process. In a topical procurement, ^ 
the contracting officer has to complete numer6us '.t^sks before a cprftrkct 

■ is awarded -including: . syn'bpsisiing tHe invitation", fori^bids' or request 

\ for proposal; checking all bids for terms', conditions, and mistakes; 
calculating prices apd discounts; and conductin^g preawafd surveys. 
Federal procurement.'^officers' invariably .consider the needs, of their 
agencies to be their 'first obligition.' "Getting the job done-jpmes 
fi^st," they, say. Special efforts to aid^. minorities and women may be , 
important, but as one procuremerif official put it, "eacji social program 
denigrates- the procurement programs." -^^^ Since the primary objective is 
to .ffnd the lowest responsive and responsible bidder, or th^ moSf 
advantageous offer, the demands of seeking out^and utilizing minority 
or female firms are regarded as cgunterproductivfe by many contracting^ 
specialists intervx'ewed' b)^ Commission Staff . .^^ . 

\ Whatever the actual- extent of ho'stility toward 'and mistrust of 

Nininority or female-bwiied firms, minority and female en^epreneurs be^- 
lieve'that it is widespread. ;,Of-the 125 entreprene^rs interviewed, 44.8 
percent felt that Federal contracting officers impose more stringent 
criteria on minority and female businesses"' during the 'bidding and 

1^43.' There are 39 socioeconomic programs 'implemented through Federal 
contracting programs.^ See, Report on G overnment Procurement, vol'e I, 
table" pp- 114rl5. ^ » _ * 

44-: 'ibid • ppV 111-24^ \ 38^ • 



^•^lection/process. They also cited strict preawar.d surveyi|,rocedut;e/ - . 
and requirements of tigid complignce.-wi-t-h-air terms in the contract' as' * 
expreVsions of biases, w^i^h they felt limiC their .participation- as 
Federal contractors. , • , * 

Minorities, and- Women as iContracting Of;gicers " - , * \ \ - > 

Dat-^ provided by the Civil Service Commission clearly show that 
minorities and women are poorly represented \> fehose .government contract- 
ing positions that- would permit them to irlfluence policy c^ecisiohs and to' 
select contractors.. Table 6. shows the numbei; and percentages of minority ? 
arid female -contracting specialists, in nine Federal agencies . 

) .• - ■ . - ' 1;' ' . 

6. THE NUMBER AND ^ERCENTAeks QF' MINORITIES- 'AND WOMEN EMPLOYED A<i 
■FEDERAX CONTRACTING SPECmLISTS IN NINE SEI^CTED AGENCIE^ (MY . 



GS 

Grades Total 



Minorities 
Jjuirtber' Percentage 



Women 



Mindtity Women* 



5-8 1,882 

9 -12 9,416 
13 -15 2,774 
16 -18** • 20 - 
Totals" 14,092, 1,133 



267 .> 
751 
85 



14.2^ 
7.9 
3.1 



Number. Percenta|5;e . Number . J Per rpnf 



1,042 
.2,581 
121 



7.8, 3,744 



55.4 

27:4 
4.4* 

26.6 



186 
367 
9 

562 



9.9 
3.9 
0.3 



* Minority women are ajso counted in the two" other categories- 
rities and-<women. . i-esunes. 



Mino- 



** All -supergrad^ ar^- in^the Department of Defense. - , 

sjstens c^iLI'^:-:^'" ^°"™i-i°P-'= Bureau Manpower Information. 
Sy.stems, compiled. at* the request of the U.S.- Commission on Cikd*Rieht^ 

teflfcf/T "'"rr"' -----^^-^ to agency, sex, race, and Sdf Ind 
reflect employment ks of M^y.1973. The nine-agencies included v?ere the 
Departments of Defjfse;. Transportation; Hbusipg and Urban Development ' ' 
Labor; Agricultural and Health, EducaLion, ahd Welfare; ?he ^eteS 

^ :Jni:tr:ti':r \":rT-'"^%' protection, Agency; and the Ge^It^elvices 
Administrafi^. For a more detailed analysis of the data see appendix B. 
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- /Federal contracting specialists are mostly^ white male career^ 
officers. No minorities or women hol'd su.pergrad^s and' they are poor ly> 
repTfesented in grades ,13 through' 15. They are proportionately better 
represented in grades, 9 through 12, ^but^evenjnore so* in grades 5 through 
8. (For a more comprehensij^fe analysis of the se^statli tics by race, sex,-/ 
grades, and agenqies, see- appendix B) . ', . - ^ 

MARKETING PROGRAMS ' ' " - J' . ' 

. 'Since most minority -and .female-owned firms ha've relatively low 
gross receipts, their i^arketihg burdens are greater '"than those of small 
but established, predominantly white, male firms. 'Measured by ;their 
small share of Federal contracts.,' the , marketing/programs 'of minouity and^ 
fer^iale-owned businesses, by aji'd large, have -not been' successful, 

Contracti/ng ofiicers,^or r^resentatives of minority business develop- 
ment organization^ interviewed by "coinmission staff identified 10 problems 
likely tohaiper small new firms slekihg government contracts. These 
limi.tations iere confirmed through interviews with ftiinority and female 
entrepreneJs. '^^ (See table 7.) / (. , . ^ 

ResponL given most frequently by interviewees reflect deficiencies 
for' both mlLrities and women in "three general, areas:- working capital. 

if .future bidding opportunities, and preselection before the 
formal advJrtising process. Female- interyiewees Indicat^ed that an 
inadequate marketing staff is also a major problem for them, bat generally 
.they attr^Juted their marketing staff . problems to insufficient working 
capital. - ' . ^ , » ' 

45 ' The problem areas were identified by 30 government contracting 
officers -and representatives of minority business development organx- 
^zatlons. Subsetiuently, 110.. minority and female entrepreneurs, xn ^ 
California, New Ybpk^ Pennsylvania, Colorado. Washington, D.^., and 
Illinois. 'selected ^rora' lists of minority and female- owned rirms maxn- 
' tained bv SBA and, 'OMBE. were -asked to indicate^ the major obstacles to 
'their Ob Witling government contracts. An additional 15 female entre- 
preneurs .were Interviewed' by telephone .bn a nationwxde basxs. . 
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4, 


,53.5 


•21 


51 .T 


35, » 


41; 6 




58.5 


2I 


.26^ 


• 13 , 


' 31.7 


17 


• 2(T. 2 


13- 


V 31.7 . 


20 


23.8. 




9.7 


1-2,' 


'14.2 


6 


' 14.6 


15 


17.8.:' 


° Q 


' \ 0.0 


14 , 


16.6 


1 ■ 


2.4' 


ir- 


i3.o 




- 12 ..1 


7 


0.8 




9.7.. 



TABLE 7. TEN PROBLEMS ENCOUNTERED^IN MARKETING FpR 'FEDERAL CONTRACTS 

. > Rntrepreaieurs IdentifyingT 

XT - £^T^ ui ' Factor as a Major Obstacle 

Nature of "^Problem . — ^ rrr^ 

• / . Male Minorxty - Women . 

• . : ^ . . • Numbly Efiififijlt Nnmhpr EflCiimit 

insufficient Working Cap^^al ^ 
No Knowledge, of Future Bidding 
; Opportunities 

Pre-election B^^fore the F<)nnal- 

• Advertising Process 
Inadequate Marketing Staff 
Overbidding 

inadequate *'Track Record" ^ 
Bonding ' ^ 
' Under s.tanding* Government ♦ 
* Contracting Regulations 
Preparation of Bids and . ^ 

* Proposals ^ . ^ * 
Inadequate Staff* 

— -f— — '-^^^ — : — ^ ■• ■ ' 

^Note: There w^re 8^ minority .males, 20 minority -wdmen, and 21 non 
minority women in the sample. For a comprehensive description of >6he 
firms int'erviewffd see appendix A. , 

Sp^urce: Tabulat'ed from d4ta recorded by Commission i^taif.. 

the Availability of Working Capital - ' 

More than half af the entrepreneurs identified insufficient workin 

capital as a major obstacle to their establishing effective mar^keting 

programs and obtaining government contracts. 

" ^jWjjrking'' capital* in the. form of credft and retained earnings is 

essential for tlie operation of any business. In^fact, crecfit provides 

an increasing portion of the working capital for all businesses. The 

percentage of cdrporate; financing provided by credit incregrsed^ from 

38.3 percent in 1959- to 57.7 p^cent in 1969. The percentage of cor- 

porate financing provided jD^^^retained. eai^nings^ on the', other hand, 

. . 46 
decreased from 52.5 percent 'to 34. S percent during the same period. 

46. See U.S.,' Council* of EconcJinic Adylsers, Economic Report of the 
President (1971), p. 286.,' ' " ' 
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^ Difficulties in obtaining adequate working Capital encountered by . 

■ minorities and women "^entr^reneurs are more severe than those of their ' 
"white male counterparts. This was documented for minor-ity businesses xh 

' a study funded by the Office of Economic Opportunity and the Department 
• pf eonm^erce. .Sex discrimination^ in granting mortgage financing and 
^consumer credit has also been well documented. From a U indications,, 
-however, womenhave even more difficulty in obtaining business loans. 
O.er'51 percent of the female entrepreneurs interviewed/by Commission 
;.aff indicated insufficient working capital as their major problem. For , 
instance, in>Y4974, SBA loaned 27,485 firms a total of nearly. $2 bxUxon, 
^ but fenia-l'^ed firms, most of which, are .beXlieved to be smaLl retail , - 
^ ^ bus-rnesses, received" 1,946 loans totaling $90,287,000. Jiis amounted to 
^^.6 percent of^SBA-'s total loans for that -fiscal year!. ,f , 

~ It is unlikely that a significant number ^of minority and female 

- - entrepreneurs can acquire the working capital they need for business _ 
- .,perations and expansion through .earnings- or investments. Therefore, ^ 
' 'c6mmercia credit is vital to minority and female business d^lt^ent. 
■> , ..J.. Loan Programs. Federal loan programs for minority 

■ I firms havi been" directed more toward retail and service-oriented busx- 

' nesses tha^ toward those having a high probabili^ of obtaining Federal • 
i. \qnly 15 out of minority small business loan recipients 



contracts . 



47. <;f.P reDt>rt-"of "the President's 'Advisory Council on Minority Business 
h plLi^f.r^Snnr'r y Enterprise and Expanded 'Ownership, Blue print forjthe. 

V 70s S97n' appendix B, p. 39. The study, whi ch surveyed minority manu- / 

^ - ■ Sftur^rs^ rKealed tha? only 38.2 percent had established lines ^of credit 
fith bank^ and obtaining credit was a problem encountered by 48.3 percent 
- of such ^ firms i - . , ^ ■/ 

48 ^ See W.S., Commission on Civil Rights, - Mott^a^e Money; l.^o Gets^'It? . 
(1974) (fciafter cited ds Mortgage Money: Who Gets It?) ;< National 
' ■ Commkil^ on Consumer Finance, Hearings on. Sex Discrimination t 

(Washington, D.G.", May'.22-24, 1972) .(herp^fter cited as Hearxnss^ ^_Sex_ 
• - nisc.-.mination ); arid U.S., Cpogress, Joint Economic Committee, The 

Economic Problems of Women , 93rH Cong., 1st Sess., 1973 (hereafter cited 
as Economic 'Problems o£ Wome n. 1973). , " / 

49,' SBA's tabulation of "Loans to' Women" provided _to the Commission^by • 
the Reports Management Division of SBA. , . 
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surveyed by the General Accounting .Office were government contractors 

and more than half of the recipients were retail or wholesale busi- 

' s> 50 . , • ✓ i . . 

nesses. - ? ^ 

The potential-effectiveness of government loan programs for minority 

businesses also is hampered by SBA's tendency to lend much less than is 

needed. For example, the average small, business loan to minority firms 

r 51 . . 

inTY 1973 was $11,322, and SBA's average equal opportunity loan tb 

minority firms"' was only $5,000 for the same year, Yet the probable 
failure rate for firms receiving loans of less than $25,000 is approxi- 
mately 65 percent, according to the' t^eneral Accounting Office. T:here- 
fore, even after receiving/S&A loans, minority entrepreneurs may not 
'have sufficient working capital to survive, much less conduct vigorous 
marketing programs. » , 

Information on Contracting Opportunities > Many minority and female 
entrepreneurs indicated that they do not receive adequate information to 
submit' timely, responsive bids^. Forty-one percent of the. 84 minority 
males and 58.5 percent of the 41 females Interviewed by the Commission 
^ stated that they lacked knowledge of future bidding'-'opportunities. 

i. 50. U.S., Comptroller General, Report, to the tJon^ress ; Limited Success 
of Federally Financed Minority Businesses in Three Cities. B-149685, 
SBA-QMBE (1973). (Hereafter cited as Limited Success of Federally Financed 
Minority Businesses. ) / 

51. Small business loans arc authorized by the Small Business Act of 
1953 as am^ended (15 U.S.C. :§ 636, 72 Stat. 387). During FY 1973, minority 
firms received' 3, 285. loans totaling $'200.9 million. (See Limited Success 
P^fi ^qf Federally Financed Minority Business, p. 7.) " ! * 

^52. Equal opportunity loans ^are authorized by the Equal Opporttmity Act 
; -of 1964 as amended in 1967 (42 U.S.C. §'2901, 78 Stat. 526), and admin-' 
. istered by SBA. These loans, assist businesses owned by low' income - 
applicants or businesses located in areas ojE high unemployment. Loans, 
cannot exceed $50,000. Minority firms received 5,557 equal opportunity 
loans totaling $110 million in FY 1973. (See Limited ^Success of Federally 
Financed Minority Businesses, p. 11). . 
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Federal ^agencies rplv on" th'^ Commerce Business Daily and agency 
bidders' liits-as the chief and, in most cases, exclusive means of ' ^ . 

. publicizing trfeir competitive procurement needs. However, maAy minority ■ 
and female entrepreneurs interviewed were not familiar with the Commerce . -j 

'lusines£Dailx"and those who subscribed to it indicated i .at they did * \ 

not find it particularly helpful. The bidders' lists are- used.^td\solxcxt | 
bids or proposals -on competitively negotiated contracts from a limxvted ^ \ 

number of firms that have submitted their qualifications. Each agertcy ■ ' ! 
maintains -dts own list and there is little exchange of information . ' . . ! 

between agencies. ^ ■■ ■ • ' \^ 

If minority and female firms reviewed the Commerce Business Daily ^ 
and submitted'-qualification statements to Federal agencies, they would , 
still not have access to all contracting opportunities, since a large 
portion of Federal procurement needs are met through sole source contracts \ 

- \ 53 p ■■ \ 

without- competitive bids. ^ , ' \ 

* \ Sole source contracting opportunities are not advertised in the \^ 
Commerce Business Daily' akd no notice is given to other qualified firms 
on agency bidders' lists. Weover, contracting of ficers and technical,, 
representatives tend to sel\ct familiar, established, and experienced 
firms, thus excluding most minority and female-owned businesses from 

. sole source contracts. The firms that are mos^ succ.essful in obtaining 
government contracts have full-time governmeht representatives to seek 
bidding opportunities. Fi.rms that cinnot afford "government wAtchers" 

are not as adequately informed. .^\/ 
, i : ^- 

53 According to infprmation supplied to the Commission by GSA, ■ over 50 
percent of 4ts FY 1971 procurements were through sole source contracts 
and the Government Procurement Commission estimated that 58.6 percent of 
DOD's FY 197k procurements were by sole source. Report on Government 
' Procurement, vol. 1, p. 26. 
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Preselection Before F ormal Advertising . Even when procurement, 
needs are* formally advertised and competitively negotiated, many 
minority and female entrepreneurs believe that contractors are often 
selected. -before the procurements a^r^e advertised. Approximately 26,1 
percent bf the minority males and 31.7 percent of the women interviewed 
,by Commission staff stated" a belief that contractors are selected be- 
fore the contracts are formallV" advertised. (-See table 7.) 

^o specific cases to- support such al^l^gations we^e" brought to "the 
attention of Cpmmis^ion .staff . ih fae^ pis virtually impossible to 
extehd preferred tre^tm|Bnt, to selected fiLs in formal advertising, as. 
the contracts are awarded to the lowest relpbnsive. ^nd responsible 
bidders. When queried closely^on this poiit, entrepreneurs usually 
referred to the-evaluation of proposals thab are submitted in negotiated 
procurements as opposed to formal advertisiilg. And in most cases they 
were referring to preferences, being given by \the 'technical representatives 
who, according to intervie^^ees, may give advaLe 'ikfoi^ation' to favored 
■firms or may request that contracting of ficers\ limit the time given- 
firms to respond to the IFB. Here again^ no specific cas^s to support 
their allegations were brought to the attention of Commission staff. 'X^ 
In conclusion, fche capacity of minority and female-owned firms to > 
take advantage of the market provided by Federal contracting is limited 
by a combination of factors, including the nature of Federal purchases, 
and the industrial distribution of minority and female-owned firms. 
Procurement procedures and contracting officers' attitudes -as well as 
operating problems of disadvantaged firms reinforce those basic obstacles. 



chapter 4 ^ * - - . 

THE COORDIMTION OF SPECIAL FEDERAL CONTRACTING PROGRAMS AND T^ PARTJ- 
' ' CIPATION OF VOm^ 

\ , ' . ^* 

THE 'COORDINATION OF SPECIAl' FEDERAL CONTRACTING- PROGRAMS 

Three Executive orders directed the implementation of the Minority^ 

Enterprise Program, which includes SBA's 8(a) subcontracting program,.' 

- 55 

the minprl£5!>-sti6contracting program, and the Buy Indian Program, 
ExeCutiveOrder 11458 directed the Secretary of Commerce to mobilize and 
coordinaf-e activities "which affect or may contribute to the establish- 
ment, preservation, and strengthening of minority business enterprise," 
The order authorized the establishment of the Office of Minority Business 
Enterprise (OMBE) in the Department of Commerce to oversee and coordinate 
the program. _ ' ''^ 

'^l, Information provided by SB.*- indicates that t/ie section 8(a) program, 
authorizing the Administrator of ?BA td*-cohttact with.Federal agencies 
and subcontract with small bus utesses to deliver the requirements of< the • 
contract (15 U.S.C. 637(a,)), le.y dormant until 1967.. It ^ was then included, 
as an additional mechanism in the pri)gram. of the Johnson administration to 
deal with hard-core unemployment. The transformation of the 8(a) program 
to a business assistance program resulted from the impetus of the Nixon 
administration's Minority Enterprise Program, Donald "W, Farrell, ^ 
Associate General Counsel, SBA, "letter to" James B* McDaniel, U;S. Com- . 
mission on Civil Rights, Feb. 7, 1973, ^ 

55. Other special contracting programs that'are-lnot specifically part 
of the Minority Enterprise Program include the smalj business set aside 

■authorized by the Federal prdcurement regulations, 41 C.F.R. bee. i-i./u^ 
(b) and the labor surplus set-aside contracts, 29 C.F.R. sec, 8. 
The small business program directs Fe_deral agencies to set aside all or 
portions of certain contracts and restricts competition to small busi- 
ness concerns as. defined by the procurement regulations. Since minority 
and femnle-owned businesses must compete with small but experienced, 

•white male firms, the small business set-aside program has provided 
minimal assistance to the Minority Enterprise Program. 
The-^labor surplus regulation directs Federal agencies to negotiate por- 

. tions of contracts With firms^ located in areas of concentrated unemploy- 
ment. Since these include all areas with unemployment of 6 percent of more 
areas that qualify for public service emploj^ent, and Indiaiv reservations, 
most areas with large concentrations of minor\ty businesses have been- 
classified as areas of concentrated unemployment. The program, however, 
has not b6en widely. used to aid small businesses, in general. 

56. Executive Ord^r 11458 (Ma*r, 5, 1969), 3 C.F.R. 7.79. 
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The Interagency Committee on Minority Enterprise 

The Interagency ^Commtttee on Minority^Enterprise is composed of/ 
subcabinet- level officials from each Federal agency. It has cteatMt \ 
five task for^ces to examine different aspects of ^minority business ' / ^ 
development. The most important is the Interagency Task Force pn-;^^ 
Government^ Procurement, which" is made lip^ of procurement off icials aritf r-^ 
8(a) program' officers of major Federal agencieis. and' is chaired by the i 

Commissioner" of GSA's Federal Supply Services * ^ 

The task force on procuremend is responsible for developing policies 
to expand Federal contracting oppcjrtuhities^-ffor minority firms within 
the full scope of the "Mino'tity Enterprise Program. It regularly reviews 
procurement regulations and special contracting programs and serves as^^a 
coordinator and a forum for the exchange of information among ^government 
officials concerned with minority procurement activity. The task force 
also has'" deve,l oped minority subcontracting regulations. 
Office of Minority Business ^Enterprise 

QMBE is the' chief coordinator for the Minority Enterprise Program. 
Its responsibilities include: (1) coordinating Federal. procurement with 
minority firms, (2) promoting mobilization of .State and local resources 
forifeiding minority enterprise,, (3) serving, .as a data collection, center 
and an information bureau, and (4) funding organizations to prpvide 
training and technical assistance for minority entrepreneurs and con- 
ductdrig special pilot demonstration -projects. ^' 

In order to'carry out its responsibiiitie's^ 0?3E, is -authorized to: 
(Ip develop^ comprehensive plans a.nd specific program goals for the * ] 
Minority Enterprise Program; (2) review and coordinate^edelcal training 
and technical assistance programs designed to aid minority^ businesses; 
(3) advise Federal officials, private sector representatives, and State 
and local Igovernment representatives on how to comply with program- 
regulatipns; ' (4) provide the impetus and organizational framework f or 
^ joint Federal undertakings and. (5) recommend legislative and executive 

57. Executive Order 11458 (Mar. 5, 1,?69), 3,C.F.R. 779, as .amended by 
Executive Order 11625 (Oct, 13, 1971)^ 3 C.F.R.- 779.\, 
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- actions The .President has directed other Federal agencies to cooperate 

' , - * ■; ' . ^ ' ' ' , . 58 

with- the Secretary of Cdmrnerce in the performance of these functions. 
"(MBE's major responsibility with respect to special contr'acting 

"^programs is "to fund organizations that, will provide technical assistance ^ 
fco. participating firms.^ In line with this responsibility, OMBE has 

^ funded 150 business development centers, minority trade associrations 
(kch as the Minority Manufacturers and Contractors Associations), and 13 
State OMBE^js. with an annual budget of $65 million. ■ In the past, 
however, 'OMBE- funded^rograms have not placed particular §mphasis on 
developing procurement opportunities or 'assisting government contraptors 
••but have tendei to provide -more help to firms seeking financial assistance 
hy aiding them in the preparation of loan applications and^ negotiation* ^ 

, with local banks. Lately, these programs^ have begun to plac'e more emphasi 
,on marketing assistance. 
' The Smal'i Business Administration 

" Executive Order 11518 directed SBA to "particular^ cons^-der the 
needs and "interests of minority- owned small business concerns and of 
members of minority^, groups seeking entry into the Tsusiness cdnmunity" 
in its programs and dealings with other agencieis of the Federal Govem»- 

. , 61 ' = - ' ■ 

ment. 

In carrying out this responsibility, SBA administers the 8(a) sub- 
contracting program and assumes, a major role in providing^ financial 
assistance through its small business and equal opportunity loan pro- 
grams. SBA's role in the administration of the 8(a) program i,s dis- 
" .oassed at length in chapter 5*t ^ 

58. Ibid. ' • . ' . i . ■ 

59. ' State OMBE 's have been funded in California, Delaware, Illinois, 
Kentucky, Massachusetts, Michigan, New York, Ohio, South Carolina, 

•Tennesse,- -Texas, and VirgiTiia. " 

60. See Budg et of the: United State^s^' Government. FY 1975 . Appendix, 



p. 240. 

61. E^cecutive Order 11518 (Mar,. 21, "1970), 3 g£^R^ 907. 

62. See footnotes 51;/and 52 for a ^i.scussioil/'of the small business and 
equal opportunity loajri /programs ' ■ ■ 
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THE PARTICirAliON OF WOMEN IN SPECIAL ^CONT RACTING' IPRQGM f 

Female-owned firms, as previously indicated, have extremely limited 

access to Federal contracting opportunities. There are no business 

development prograihs for nonmlnority women, althojLigh^eligib^.lity to ... 

. . , » ' , 

participate in the special contracting programs, which are/directed 

toward minority business development, is being debated between women's^ 
action %roups and SBA. . - - 

The national {jolicy and the special. contracting programs are directed 
toward piingrity business development* However, the' language defining 
eligibility (or target groups) is not restricted to minority groups and, 
suggests that others, in fact, may be eligible for special programs, 

t 

Both the Small Business Adndnistratio'n and thq Office of Minority 
Business Enterprise use the term ''socially oj: economically disadvantaged'* 

ito describe the* class of persons to whom the special programs are 
' * 63 * ^ ' 

,directe,d'. The language suggests . that minority persona are presump- 
tively eligible for participation, tut that the -programs are not re- 
stricted to minorities. ^SBA officials maintain that each case'is 
" determined on its merits, while, in practice, minority entrepreneurs are 
{^resumed to. ,be^ eligible. ' . / - 



63. SBA states that social or economic disadvantage *'may arise from 
cultural, social, chronic econcnnic circumstances or background, ;pr other 
'^similar cause. Such persons include., but are not limited to. Black 
Americans, American Indians, Spanish Americans, Oriental Americans, * 
Eskimos, and Aleuts,. Vietnam-era service in the Armed Forces may be a^ 
contributing factor in establishing social or economic disadvantage." 
16 C.F.R. 124.8(c) (1).. - 

Similarly, the Executive order authorizing the Minority. Enterprise Program 
defines a' minority business enterprise ^as "a business enterprise that is 
* owned or cpntrolled by one or more socially or economically disadvantaged 

persons, is'uch disadvantage i may a'risa from cultural, racial, dhronic *^ 
economic circumstances or background, or other similar cause. Such 
persons include, but are not limited to, Negrodsi- Puerto Ricans, Spanish » 
speaking Americans, American Indians, Eskimos, * and Aleuts." Executive 
' ^Order 11625' (Oct. 13, 1971>. ' ' \ i • i 

. I ^ ^ 

o ■ ' ^ . ■ ' , 49- 
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■Tirm/'owneiV by minority, women are" eligible for .participation in the 
special c^dntr'abting programs on the same basis as firms ovmed by minority 
mfen, bu/ thei/ participation has been limited. -Although SBA does not < . 
classi/y -*its/listed'Xirms by the owner's sex, the Commission identified 
.38 feihale^pwned firms in the 8'(a) program (8 o£ which .had- received 
contracts/), including 3 firms,, owned by indiah women that are also eligible 
for" the Buy ■■Indian program." Only one of the firms was owned by a white 
feriale.' 'The limited participation of .minority-female-owned- firms may be 
attribiited to several factors, including the limited number of idehti- 
fiable minority-femaie-owned fi.rms and the apparent concentration of" 
female-owned firms in industries with little or no potential fpr govern- 

; ment contracting. ' ' ' * 

• Though women as a. class have been the victims of economic discrimi- 
nation, particularly in employment and access, ^tio credit, the special 
contracting programs are not readily available to nonminority women. As 
of the end of Ft 1? 7 2, . only one «?hite woman had been approved" for the 8'(a) 
program (after demonstrating a/phys-lcal disability) ;• the rest of the 
•feiiie participants were minority .women who had been approved because, 
they were minorities.- . ■ ' - ■ 

" The policy that white womeji,, as a group, are not deemed eligible 
for" participation in the 8(a) -program is an administrative pol'icy, not 
dictated by statute. Since the U.S. Court of Appeals for the Fifth 
Circuit has. upheld SBA's broad discretion to determine the nature and 
.scope of the 8(a) program and define the class of businesses eligiblfe 
" to". participate," it is within the discretion of the Administrator of 

64 Economic discrimination against women-^in employment and "^^^A has 
.been documented. See Hearings on Sex Discrimination ; Economic Pr oblems 
. of women. 1973 ; and W^t-^,.^. Mnn.Tv. Who--'Gets>It-? See als.o Herbert Stein, 

■ ."Women's Second Economic Revolution," Tiidies, "Home Journal.. October 1972, 
p. 28, and' generally.^ chapter 4 of U.S-. , Council of Economic Advisors, 

"Economic Report of the President- ' (1973).. 

*65 Ray Bailie Trash Hauling,'lnc. v. Dieppe,. 477 E2d 696 (5th Cir., • 
1973) Cert, denied; Feb. 19, 1974, 415 U.S. 914. - 

. ■ . ?\ 
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SBA toMecide whether women as . a group are ^^socially or economically -^v 
disadvantaged'^ for the purpose of participating in the 8(a)^ program- \ 
Despite the recent enactment of anti-sex-discrlmination legislation . ^ 
as an amendment to the Small Business Act/^BA's position is that women 
as a group are not eligible though indiyidtfal womea may be, ^7sBA officials^ 
assert tljat assisting the development of female-owned businesses is not the 
current national policy, • . ^ 

Since neither SBA nor OMBE policy includes nonminority .wpmen, ''as 
a group, in their programs (OMBE programs are specifically directed 
towards minorities) and the remainder of Part I of this repor^t deals 
with operating procedures and effectiveness of the Jed'eral special » 
^contracting programs for minorities, female-owned firms will be mentioned. 

infrequently throughout the. rest of this part^ 

i F u , » 
, 

' 66, ^15 U.S»C, § 633(b) et seq. The Sm^ll Business Act as amended by 
Law 93-237 (1973) prahibifis discrimination on the 1)asis of race and 
sex in the granting of loans^ \ 

67. See testimony by SBA Administrator Thomas Kleppe, in U.S., Congress," 
Housfe of Representatives, Permanent Select .Committee .on Small Business, >' 
Subcommittee on Minority Sirtall Business -Ent'erpfise and Franchi,8ing, 
He'aringS j Government Minority Enterprise Programs— Fiscal Yeai: 1974> 93rd j 
"Cong. 1st sess., 1973, vol. I, p. 16. (Hereafter cited as Government 
■Minority. Enterprise Programs— FY 1974). ~ \ 
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Chapter' 5,^ 
\ ' THE 8(a). SUBCONTRACTING^ PROGRAM 

The 8(a) program is the largest Federal contracting ^ program for 

Binoritjr business, subcontrapting an estimated $153, million in procure- 
\ 68 ' " ' r ' ■ ' 

meiit in FY./ 1972. SBA, which is authorized by section 8(a) of the 

^ ?V * * 69 ^ ' 

Small Business Act j^f 1953: * to contract with Federal agencies to 

\ " rV ' ' ■ 

provide, goods and- services, in turn subcontracts with small businesses 

owned byV'socially or economically disadvantaged" persons, . The 

rationale behind the pro i ram ia that SBA will provide technical and 

managerial assistance that, along with noncompetitive contracting, 5/ill 

^ ' ' A " ' " i . ^ 

aid' these firmX in developing the skills; necessary to Compete success- 
fully in. both tnfe public\and private s^ectors^f Thus, it was envisioned 
as a business traitiing'as>weii as a procurement program. 

The SBA has reported that the section 8(a) contracting authority 
lay dormant until lat^l967, when it was partially implemented as a 

demonstration project by the Johnson administration to deal with hard- 

71l » 
:core unemployment* ^ The^ transformation of 8(a) from a demonstration , 

* " ■ 'A 1^ ' 

project to an ongoing program in 1970 came with the -impetus of President 

^ i 

Nixon's establishment of the Minority Enterprise Program. Its implemen- 

* ♦ " '\, 

tation was based on a' legal review undertaken by the General^Counsel of 

' • \ . * ? 

GSA for the Interagency Task Forc'e on Government Pro.curement, wljich 

concluded that section 8(a) was. "the only satisfactory legal authority 



68. Contracts awarded to 8 (a) -approved^ firms had increased to $272.1 
million In FY 1974. 

•69. ^15 U.S.C. 637(a). 

70. 13 C.F.R." 124.8. i 

71. Donald W. Farrell,: Associate General Counsel,.^ SBA, letter to Jam^s B. 
McDaniel, U.S. Conmission on Civil Rights, Feb^^ 7, 1973. ^ , 
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upori which to base a continuing government-wide program designed *to give 

minority busines's a preference in procurement." ^^ 

The 8(ay ^i:ogram provides one of the few mechanisms through which ' 

^j-Fekeral procurement activities are Coordinated and-monitored. It is 

conducted jointly by gBA and all procurement offices in the Federal 

Government, with SBA contracting with the Federal ageifcies and, in turn, 

sybcbntracting wjth 8 (a)-approved firms. . Simply stated. Federal agencies 

provide the contracts and SBA provides the contractors ahd awards the 

contracts. The ^responsibility for administering thesl^ contracts is 

delegated by SBA^to the appropriate agencies. However, SBA maintains 

*■ _ \ ' 

' contact with 8 (a> contractors as a result of their continued partici- 

\* 

pat ion in the program. - . , . * ^ 

The rest)onsi,b:ilities of SBA and agency program officials include: 
^-(1) approval ,by SBA of firms eligible for participation; (2) selection 
/by an agency of procurements for^possible putchase through -the 8(a) 

prograui; (3) the matcltjby SBA"" of a contract to an approved contractor; 

(4)^n^.gotiation and a\?ard by S^ of .an 8(a) subcolitract ; (5) negotiation. 
' of a contract betiifeen SBA and a Federal agency; (6) negotiation and^ award 
*^by SBA of an 8(^:), ^s.ubcpritract:;^ (7) administration by the agLpcy or its 

agent of the 8(a) contract; (8) provision by SBA and (5mBE of financial; 

te^chnical, and management assistance; (9) continuing review by SBA of 

the progress o^ fc1he^8(a)' contractor; and '(10) completion or terr" 'ation 

of the contractor's participation in the program according to SBA's 

operating procedures. ^ 



72. Hart T. Mankin, General Counsel, GSA, memorandum to Rob(Brt L. 
Kunzig, Administrator, GSA (Chairman of the Task Fdrce) , Dec. 3, 1969, 
P« 3. 
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■ GOALS and' OB.TECTIVES OF THE SfaV.PROGRAM ^ ' . ^ 

The iJasiq gnal of the 8(a) .program' as stated in the controlling ^ " 
SBA regV-atidn is: .-.to assist' sm^ll business concerns qwned and ^ . 
controlled by socially or .economically disadvantaged .per^6ri^ to acl>leve 
■a competitive position in the market place-." However, ^SBA 'has ' ^ 
'di-fficultjr both in defining competitive status (or "Viability ".als it is . 
o.ften called) -and in, Itati^g realistic criteria that can ^serve jas a '.^^ . 
guide for SBA field personnel working with 8(a) contractors. • . 

■ When queried about program "goals arid objectives, SBA .officials ^.^ - 
responded in terms of a dollar volume of 8(a) contracts to be^awarded/ 
For example, the FY 1975 goal is. $2:90 million "to be matched with agency ^ 
procurement'nelds. -^'"^ No mention was^de of ^ such objectives ^as develop- 
ing, bidding and negotiating skills- o^the participants.- despite thev^, 
importance of these .faclors in developing the competitive status of the-^ 

•firms, concerned. • , ^ ' 

SBA has not provided a clear explanation of the obstacles to 
s achieving competitive status, nor could SBA officials identify a sequence 
« of 6bjectives that may l?ad firms to such sta'tus,' The formulation of, 
objectivesifor -the progtam is left to regional personnel in developing 
busirSss pips for individual " firfos . resaltirig in uneven administrat^ion 
of the program from region to region.; . -■ 

• pttoGRAI'l ORGANIZATION AN n STAFF RESOURCES- 
Responkbility for administr/tion.and coordination -of the 8 (a) 

•program rests, with SBA' s Office of Business Development (OBD). under the 

Associate 'Administrator for Trpcurement and >fanagement Assistance. SBA 

• also has' an Associate AdmiVis^ator for Minoritj^^Enterprise whose staff ^ 



■73.. li C.F.R. 124.8-(b), ' 

74 ' SBA' s FY l-975^goals were Submitted to the Interagency Committee 
at'a m^^tLrhetd July 8. 1974. Goals -for previous years had included 
J^e nSer of" contracts and the number of firms to .receive those 
contracts . . v 
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is responsible for monitoring, all SBA's> loan programs fdr the partici- 
pation Qf minorities.. Minority enterprise specialists are only peri- . 
pherally' involved in 8(a) program operations* \^ ,\ 
^ ' SBA has consistently maintained that OgD's staff of 126 positions 
\s not adequate to review al'l agency contracting fo^ potential awards, 
process new applicants, and administer the approximately 5,000 contracts. 
The Administrator pf SBA has dramatically stated his need for more staff, 
asserting before the Permanent Select .Committee on Sm^ll Business that 
the 8(a) program is a "p^opl-'e-eater" and'*a ''draii^^" on permanent people* 

1 initially, administration of the program was centralized, but now' ; 
It IS operated largely through^ regional, and, disttict offices. Twenty^six 
of the 126 QPD staff members ;are in the central office, 84 .in }.0 regional 
offices, and 16 are assigned to 16 of the 64 district offices. 0 I 
Appro^Cimately 60' new positions were requested for OBD in 'FY, 1975. They ' : 
^re needed to lighten the workload of the current i'taf f and correct an 
^uneven staf j^ing/distribution in the field /offices. For example, as of 
February 28", 1973, two staff- members were assigned .to Region VIiI (Denver) 
and 14 to Region IV (Atlanta). '^^ - ''^ 

'The administrative requirement's of the program simply overwhelm 
the current staff; and, although coordination of resources and steady 
monijtoring are vital to a business development program, OBD'has been 
unaHle to perform those functions with its. limited personnel. Conse- 
quently,< it borrows' Staff from other SBA programs. In some regions, 
personnel from other programs— sxich as minority enterprise specialists 
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75. Government Minority Enter;)ri.se Programs— FY J974 . p.. 12. 

■^6. Ibid, pp. 204-08.. Although, there were 6^ district offices as'of 
FY 1974, only 16 had bjeen assigned an, QBD staff representative^ 

77. Michael W. Gaupin, Assistant to^ the Administrator, SBA, ih a letter 
to John A. Buggs, Staff Director, H.Si Commission on Civil Rights,^ 
Nov. ,22, 19^4 (hereafter ciiieci as Gaupin Letter ), noted: "The Wthnic 
minority population of the southeVq region of the United States is greater 
than that, of the Ilpcky Mountain area, hence the disparity in assignment- of 
8(arT^"^sonnel' ^or^'these regidnst ^ . ' ' . 

- ^ . ' vJCl • - V . 

o . ■•■ " • . ■\ . 5.0 . ^ ...v 



and procurement -ceijter representatives .^^--devoee a tojor portio^ of ^ , 
their time to the 8(a) program. This limits the ability of OBD to 
control program activities, .since^.the minority enterprise representatives 
report too regional office directors and the ^.rocurement center represen- 
tatives report .to the Washington Office of Procurement Assistanc^ not lo 



OBD. 

• Although the 8.(a) program focuses primarily on minorities, there 
are few'minoritils ' on the OBD staff. According to^SBA of f icials, ' as of 
June 30, 1974, there were only 10 minorities (5 males and 5 females) on 
OBD's 126-member professional staff. There were also only six white 

80 . '■• 
females."- , , >i , 

Moreover, agency contracting officials and 8(a) contractors 
-interviewed by Commission staff complained that their experiences with 
SBA led them to believe that most dBD staff members lack, technical 
expertis4, wl£h the exception ^f soke'oretired^ilitary officers in 
"second career" jobs. One regTonalJsma3,l-bu^iness specialist stated 
that effor^is in FY 1972 toje.duce-'^^ncy-wide civi4 service grade. levels 
■resulted in an increase in the number of entryrlevel trainees with 
virtually no 'experience £n procurement, the technicjil aspects of various 
industries, or minority business devfeldiSment . 

Personne'l on, loan, from other SBA offices, however, do provide some 
technical expertise fo.^ the 8(a) program. The minority enterprise 
representatives, for example, have developed experience in construction. 



\ 
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78 Procurement center represVntabives are specialists assigned to ^ 
Federal agencies by SBA to assist these agencies in Lalecting contracts- 
to be set aside for small businesses'. /}' ' 

7S. Interviews' with SBA field officials. 
80. Government Minority Egte rprise Programs -FY 1974, pp. 9-l/0; and 
Winford- Smith, Director, Office of Business Development, SBAy^ interview, 
July^io. 1974. 



and the procurement center representatives are>:howledgeable in review-\. 
. ing the contracting process. ' . > 

On the other hand, using staff f rom'^bther SBA programs tfends ',to. 
generate exaggerated criticise" from borro-ied staff, who complain that 
the 8(a). program requires a disproportionate amount of their, time.. For > 
example, while one procurement center rep'resentative complained that the' 
- 8.(a) program took 80 percent of his time/ regional officials said^-that : 
30 percent would be a high estimate. Th4 profcurement center represen-" 
■tatives interviewed by the Commission clearly prefer to work for the ' 
small business program rather than 8 (a| because firms in the .8(a) program 
require more assistance. In fact, somfe view the 8(a) program as harmful 
to\hQ.^ll business ^set-aside prograin because , it attempts to develop ' 
new competit^-sr-for-established small/businesses. They believe that 
^^^^ programj^jn^^ the creatfcjn cla^ss of privi- 

^i-eged- competitors, according to statements made during interviews with 
fhe Commission'. " One senior SBA official stated that many^of the white » 
liusiness development specialists resent seeing minority businesses being 
a^jarded what they consider large contracts, especially for minority firms. 
Court suits -challenging SBA"^ authority to operate the 8(a) program as 
a (minority enterprise program tend to reinforce the tendencies of such ' 
ofpcials to operate the progV,ara conservatively to avoid further suits. 

; .SBA attempts to limit 8^'a) contracting opportunities to new procure- 
ment needs to avoid competitioA between its and old clients.' .^^ This 



practice not only limits the 8()i) 
real, co.nflict posed by^SBA's^duai 



program but also fails to resolve the 



\l 



./ 

commitment. 



81. ;SBA has 47 procufement center ret/resentatives , some at Federal 
installations and others who covet tetritofies-f rom regional or district 
offices Many review procurement \prp'cesses for both the 8(a) program and 
■the small business set-aside progJrW. ' 

?«;ov^" ^^^'^^^ '^''^^^ Hauling, Mc., v. .Kleppe, 477 F2d 696 (5th Cir. . 
1973), cert, denied Feb. 19,' 19741, /415 R-S. 914,- the court affirmed SBA's 
authority, to- give preference to the socially and economically disadvan- 
taged as. l^ong as that group was not restricted to racial minorities. 
83, See 13, C.F.R. 124. 8-2 (b). ' 

„ j ■ . - 

57 



41 



/ 



SIZE AND TYPE OF 8(a) CONTRACT AWARDS ' . 

Contracts awarded through the 8(a) program have increased from ^ 
8 contracts totaling nearlyl UlO.'S million in FY 1968 to 1,720 contracts 
amounting to more than $153jmillion in FY 1972. (See table.8.) 
These 8 (a), contracts account fo;r a^major portion of all Federal contracts \ 
awarded to minority firms. Yet, they represented but a minute fraction, 
about 0.27 percent, of the total Federal procurement of $57.5 billion 

3 / ' - 
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in/FY 1972-.- 

- According to a case study k the General Services Administration, 
one of the most committed and active agencies in the 8(a) program,, the 
agency awarded 401 8(a) contracts in FY 1572 and 415 in FY 1973. In 
FY's 1972 and 1973, respectively, 75 and' 72 percent of the contracts ^ 
were for less than $50,000, and only 16 and 15 percent of the contracts 
■ in FY's 1972 and 1973, respectively, were over $100,000 (see appendix 

C, table 28). - ■ . " 

. The $153 million in 8(a) contracts for FY 1972 includes an esti- 
mated $10 million that is projected gross receipts of concessions 
awaVded, through the program ^nd the estimated order on "requirements 
) conUcts." Actually, gross receipts for the minority firms may not 
: have\^added up to the $10 million estimate. If these projections were 

/ 84/ The contracting level increased to $215.6 million in F^1973 and 
; $J72.1 million in fI 1974. The projection is that 8(a) contr'^t awards 
/ - 4ll,t6tal $290 million in FY 1975 and remain at that level. \ 

! - is. Total Federal procurement for 1972 is estimated in Report' o\ Govern- 
1 • inent Pro^curement > vol, I, p. 1. 

L. under a concessions contract the Federal Governmeht leases spac\in 
/one of its^ buildings to an entrepreneur for a small P^"f 
/ gross sales,, plus payments for maintenance and improvement. Figures for 
/ FY 1973 and\l974'~do not include conf6essions-. 

■ 87. "Requirements contracts" are entered into when a particular agency 
' promises to buy Its needs for. a particular item or service from one firm. 
Mthoujh the eLct number of items or level of service that will.be needed 
ts unknow^ the \contract usually contains an estimate; but the agency may 
or may not- spend \the estimated contract amount. 
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*^^excluded,_ actual a^i^),. procurement for FY 1972 would be approximately - 
$143 million, about 0.25 percent of the total Federal procurement for 
that year. 

Measured' solely in terms of increasing Jhe tiunier and total dollar 
■ -Volume of contracts to minority firms, the program is only a limited 

success, particularly since the majo.r 8(a) progr^ goal was stated as a 
' dollar amount that wa°s less tl^an one-third of 1 percent of total Federal 

contracting for F5f 1972. , - , ~a< 

. TABLE 8. SUMMARY OF 8(a) COMPANIES AND CONTRACT AWARDS THROUGH FISCAL 
YEAR 1972 , • ; ' 

Number of ^ Companies Amount of 

Fiscal Year, Contracts Awarded Contracts Contracts 

19^8 8 7 $10,4937524 

1969 . -28 " 21 , 8,857,771 

1970 ' .199 . 145 22,520,209 

1971 ,812 508 ^ . e5,414i474 

1972 1,720 .988 153,254,973 

Total's ' 2,767 \ 5 ~ $260,540,951 



*Since some companies received contracts in more than one fiscal year, 
a total of the companies would not be accurate. 

NOTE: The nyndrgr and dollar volume of contracts awarded in the 8(a) 
program di-ffer in various reports. As of January 1974, SBA was still 
revising its figures for FY 1972, which ended on June 30.,. 1972. The 
differences are slight, so the Coranission, used the jEigures reported on 
Sept. 30, 1972, which are the highest reported. 

Source: U.S., Small Business Administration. Status Report of 8 (a ) 
Contracts (Sept. 30, 1972). ^ , 

However, the total dollar volume. of contracts awarded, does not 
provide the only basis for .evaluating the impact on the development of 
minority businesses. Examination of the distribution of contracts 
among industries, however, provides another nieasure of the effectiveness 
of 8(a> subcontracting as a developmental program. 



88 • This figure is an estimate obtained by subtracting the amount 
reported by GSA for 8(a) concessions and an estimate of other overreported 
amounts from total JB (a)^ contracting. At the end of FY 1973, SBA 'initiated 
data 'collection procedures that should correct these overstatements. The 
agency also began staff training in data reporting to increase the accu- 
^ --acy of tjie data. * ' 
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The Industrial distribution of the 8(a) contracts awarded in FY 
1972 is roughly similar tb the overall industrial distiributioa of 
minority ^f-i^ms with paid employefes'. (Compare tables 9 and 10.) 

TABLE 9. MINORITY-OWNEp.^ FIRMS WITH PAID EMPLOYEES IN SELECTED 
STANDARD INDUSTRIAL CLASSIFICATIONS,, 1969 ^ ' , . 

-Industry Number Percent* 

Manufacturing " 4,088 / 13.0 

Construction, 0,214 26.0 

Services '" 19,228 61.0 • 

♦ , ^ " Total ' 31r530 100.0 

*lPercentage rounded to nearest one-tenth decimal point. 
Source: ' Calculated from data in U.S., Department of Commerce Bureau 
of the Census,' Census of Minority-Own ed Businesses; 1969, MB-1 (1971). 



TABLE ,10. INDUSTRIAL DISTRIBUTION AND AMOUNTS OF 8(a) CONTRACTS, 
FISCAL YEAR 19.12 



Industry 


Number 


Percent 


. Amount 


' Percent 


^.^iiufacturing 
Construction 
Services 
Other 


203 

649 • . 
770 
98 


11.8 
' 37.7 
44.8 
5.7 


$46,307,784 
27,735,496 
" 64,780,296 
9,378,763 


• 31.0 
, 18.6 
44.1 
6.3 


Total 


1,720 


100.0 


★$149,202,339 


100.0 



*Total differs from that in table 7 due to unreconciled differences 

in raw data. o- , - 

Source: Calculated from data provided by the Reports Management Divisi'on 

of SBA .([Nov. 29, 1973). 

As of the end o^ .FY 1972, the distribution, of 8(a) contract 
dollars among the major industrial groups wa^ highly concentrated 
in the service industries, as are the minority contractors. And 
although- the program awards more contracts to construction firms than 
to manufacturing firms, the dollar value of the manufacturing c*?nt'racts 
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was much higher in FY 1972» This was largely because most 8 (a) 
construction contracts were for relatively minor interior maintenance, 
jobs, such as carpeting ahd painting* Similarly, a number of service 
contracts were for relatively low-cost custodial services,, 
. A detailed analysis of 8(a) contracts awarded by GSA provides a 
^ case study of the characteristics of ^the program's contracting* (See 
:.appendix C,), It' shows, that, despite several large iqanufa<;turing ^ 
contracts, most 8(a) cSntracts were low in value and awarded in the 
less promising services and small construction industries. The fail\ire 
of the program j:hus far to '^emphasize manufacturing and general construe- 
tipn contracting undermines its potential f.ov assisting in the develop- 
ment of minority rfirms in these industrial areas. 
AGENCY PARTICIPATION IN THE 8(a) PROGRAM * " 

' Agency provision of procurement opportunities is fundamental to 
the program. Since its inception, the agencies have provided a .steadily 
increasing numb'er and dollar volume of cqntracts, but their levels of 
participation vary widely. This may be owing to a lack of commitment 
to the program by some of the agencies that do not provide significant 
contracting opportunities >to minority firms, ^ * . ^ 

One factbr making participation in the program difficult is that.. 
the criteria, are vague for selecting goods or services to be purchased. 
The question of which purchases ;sfioul3 be made through the program 
continues to pose problems for both the agencies and^^^SBA. » 

SBA regulations specify some of the factors to be used by agencies 



to determine whether a procurement ,need. is suitable for an 8(a) firm. 
These regulations, however, tend to confuse procurement officials* 
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S9. An SBA official asserts: "The trend since FY 1972 has been from 
minor 8(a) construction contracts to those of greater value. Greater 
total value of 8(a) contracts is' now in the construction category 
followed by the non-professional services, manufacturing and supplies, 
and professional services categories ♦iL^ Gaup in Letter * 
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For ex^ple, selection specificationvare stated as follow^-: 
' ■ The^ percentage of all similar contracts awarded. und^r 
, the section S-CaT program over a ^^^^^f ^P^^^/ °f 
time, issuance of prior public solicxtatxon of the 
procurement under a -sm^ll, business «et-asxde the , 
probability that an eligible concern could obtaift a^ 
competitive award of the contract, and the extent to 
• ^|.ich other small concerns have ^xstorxcaUy been ^ - 
dependent upon the contract xn question. for a sxgnx 
ficant percentage o£-4:hfeir -sales. 90 
, These regulations raise numerous questions for procurement 
officials. What percentage of all similar contracts awarded over what, 
rllivant pexio^ of time would justify selection of 8 (a) procurement? 
Dies previous ^curement of the goods orServices by a' small business 
seV-aside that was fdn^lly advertised mean that.the procurement should 
orl should- not be formally advertised iii all cases? If it appears likely 
that an elig'ibie c^oncern codld. obtain a particular cdr^tract through , 
•competitive bidding; should that procurement b. awarded through the 8(a) 
program? To what extent must -othex^ small concerns have been dependent 
upon the contract b.fore it must be withheld ^om the 8.(,) program? , 
Dd^s this meaf^^that the other small concerns %ave a riglit to the 



contracts 



contracts * , . . ^ 

SBA standard operating procedures provide little,.more guidance xn 
applying the criteria for identifying goods and services for procurement 
•through- 8 (^)T-Th-e-meral procurement 'regulations . however . specify 
some factors for consideration: . ' ■ ^ 

I. - Estimated total numbers of items to b'e purchased in the 
- r- current fiscal year, and to the extent possxble. further 
.fiscal years. / ' 

90. B.'.C.F.R. Sec. i24.8-2(b). ' " 

. t-n t-his statement-, an SBA official asserts. "If a small 

specific procurement for i,ts survxvai. tnac requo. 
_the_8Xa)-program. Haupih Letter. _ - 
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^ 2. Total number of items the contractor will'^be required to 
, produce and deliver monthly. ... ' , 

k ' . ^ 

3i 'The extent to which the contractor has produced items of 

similar nature and complexity. \ 

4. Effect on the contracting agency .if the items are , not \ 
produced and delivered on time. ' • '• \^ 

5. Technical specifications and estimated cost of items to "\ 
^ be produced. 92 ' - ' ^ ' . 

_ Review of individual 'agency proouremeht regula tions and interviews! 
with SBA and agency contracting officials, provided little more concr^e 
information on selection criteria. As o^e agency' of ficial put,-it, 
"selection of suitable .contracts is a matter of experience and judgment 
not easily reduced to paper." He proposed that 8'(a) ppcurements not 
be complex, urgent, or big jobs. According to this view, 8(a) contracts 
are "risky," require, careful judgment, and the contracting officer 
jshould only err on 'the conservative side. " . , 

-The surface -view o^ the g(a) program— that the -agencies pro.vide 
the contracts and SBA .provides the contractors-robscujres the qomplexity 
of , the shared role of SBA and the Federal agencies in .the contracting 
process. SBA, OMBE field. repiSesentatives, and agency procurement! 
officers reviev? .procurement, needs for potential, inclusion in the 8(a) 
program. In addition, current and po.tenti^l contractors seek out ^ • 
contracts for themselve&. ^ 

Normally,, the contracting process is initiated by a Federal agency , - 
which- sends SBA a list of procurement needs it de^ms suitable for the 
-rogram. SBA evaluates the goods of -services needed in view of the 
capabilities of prospective contractors. If the- SBA can identify a 
wining and able contractor, the contract moves to" the negotiation and 
awacd stage. ^ ^ 

.^f SBA fails to find a .contractor within. 30 working days under 
FederaV procurement regulations— or ' 10 working days under armed services 

"92. 41Y.F.R., Sec. l-1.713(a)l. * . . •. 
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^.procurement regulations -the agency may withdraw the procurement fr^m 
the 8(a;j^ program apd rele? se *it for cpmpetitive bidding. > 

Agency officials and entrepreneurs have 'complained that SBA pape'r- 
work and internal procedures cause many procurements to be returned, 
either became SBA ,does not have sufficient time ,to find the contractors 
or because l^te notification does' not Heave a prospective contractor 
enough time to\prepare an acceptable proposal. SBA bfficials admitted- 
. that their paperwork requires a great deal of time resulting in delays 
that create problems for S(a.) cbfitractors and causing potential awards 

to be withdrawn;. --.^ . ?. ■ . . ' . . 

' SBA program officials are eager to have, all Federal agencies parti-' 
cipate, but becayse of the pressure qf time and the laqlc of 'staff resources 
they tend to work with responsive agencies rather than attempt to donver,t 
' the reluctant ones. Still,' the failure of some agencies to provide pro- . 
curements limits the entry gf, contractors into the pro|ram,and restricts 
its outreach. For example, the Government Printing Office, which is 
responsible for most government printing, does not provide 8(a) contracts; 
and., although other departments provide some printing work €o 8(a) firms, 
SBA is unlikely to certify printing firms."* Thus, newly-formed printing 

< ■ o , . . j 

firms i^y be denied-^the benefits of the program. . / 

Agency 8(a) Contracting Effort . / 

Data oh 8(a) contracting reveal that agencies often provide too 
few 8(a) contracts and most are too small to promote real business 

■' ■ ^ 

development. . ^ 

Commission staff reviewed, the procurement activity of selected 
Federal agencies that accounted for 62.5 percent of all Federal procure- 
• ment.and 93.4 percent of all 8(a) procurement in FY 1972. Table 11 shows 
the relationship between -8 (a^) and .the total contracting efforts of the 

agencies. . ' * 

The 8(a) procurement =of these agencies invariably represents a 
' miniscule proportion, of their total contracts. If 1 percent of the 
combined FY 1972 total procx^fement by\he 10 agencies had been contracted 



through the 8(a) program, the dollar volume of the* program would have 
been 2% tinies grea^^than it was in FY..1972> aIso, if 1., percent of 
all^FY. 197.2 Federal procurement had bjeen contracted through 8.(a), the" 
program would have provided morej. than half a billion dollars in Federal 

'contracts for minority-pwned firms. " • •• — - ' 

■ ' . ( _ 

TABLE 11. 8(a) AND TOTAL PROCUREMENT OF SELECTED FEDERAL AGENCIES-, 
JFISCAL YEAR- 1972 (MILLIONS OF DOLLARS) ." ^ ' ■ 

Total (a) (b) .8(a) as- Percentage 

Agency. - Procurement . 8(a) Procurement — of Total 

USDA 1,200.0 . . 2.4 ' .0.20% ' 

DOD'/ . 30,400.0 * ' t4..2 : 0.-24 

• BPA 92.1 0.9 1 ■ . ' 0.97 

GSA 1,300.0 (c) (e) ' 34.2. (d) 2".63« 

HEW ■■ .• 725.0 " 11.7 . ^ 1..61 

HUD . . • 81.1 .0.7 - 0.61 

DOL " . 308.3 -. 1.7 ■ 6.55 ' 

USfS 507.5 0.4 0.08 

DOT ^ 587.4 7.6 " \ 1,29 

VA 737,3 _ - 9.6 * 1.30 

10 Agencies 35,938.7 • - 143.2 0.39 

ALL U.S. 57,500.0 (c) - 153.3 " ' ... 0.27' 



Sources: (ja) Figures on total procurement of materia^ls and supplies, 
construction, and services supplied by agencies in respoase to Commission 
inquiry (except GSA). ' .* ' • 

•(b)* i^igures extracted from U.S.; Small Business Administration, Status 
Heport on STCa) Contracts fSeot, 30,/1972). 

(c) Estimates >from Report on -Government Procurement , vol. I, p. 3. 

(d) GSA figures include cgncessions' awards, which are only actually 
procurements but leases to private firms permitting them to operate 
businesses on government, property. . The rent f)aid to the government is ' 
based on the annual gross receipts of the lease. Subtracting concessions 
reduces GSA 8(a) procurement to* $25.3 million, 1.95 percent of the ageni:y 
total FY 1972 prbcurenient. ^ * . ^ 

, SBA officials indicated*. that resistance to the program within the 

* 

agencies continues, even if it is not always expressed. ^Though there ' 
are no indications that 8(a) jEirms perform more poorly than other small' 
businesses, some agency contra. r.iiig of ficers, maiitfaln that they do. 
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Some dfficirs also indicated that the &(a) program convicts with thexr 
basic procurement responsibility to buy th^ best quality it^^m at the : 
lowest price-, with',the highest probability of prompt and satisfactory.- - . 
perVorrtianc^ of the* contract. Ih the absence'of policy guidance, 
regional. contracting officers often retreat to this principle tp .void 
possibleir-isk at. the expense of the S^a) program. ; „ • • 

. In an attenq,t to overcpriie *h.is reluctance-', SBA,issued a national 
directive -on 8(a) stating:''' "Other government agencies will endeavor to 
cooperate with SBA on 8(a) only as long as the program fully supports • 
and does not conflict with their procurement mission,- 'Carfe must be ^ 
taken, there.fore., 'to -assist them in their mission by avoiding delay or ^ 
'failure to the g'reatest extent possible." , . ■ > 

Contract Administration ' ■ 

.,^ihe responsibility for monitoring the perfooiance of 8(a) contracts 
and.prbce^sing- their vouchers, is delegated to the. agencies-'by SBA. 
Each civilian agency administers its own contracts, and military agencxes 
- delegate the task," with some, exceptions, to the Defens. Contract Admin- ■ 

' s • • ■ ' ■ . * ■ 

istration Service. . , , 

. ■ Contract admini^ration procedures vary ^ong the> agencies , 
although 8 (a; contracts are nof treated differently from, other contracts^ 
of comparable size within- each agency. The contracting agency's concern 

- is to ensure that contract specif ifcations are met and that the product 
is 'delivered on time; in other words, that the terms and conditions of 

the contract are met. " ' 

Neither agency officials nor most entrepreneurs interviewed by^^_^ 

- Commission staff indicated, that contract administration^sented" . , 
n^jor problems for the .program.' ' Yet, 43.6 percent" of .the minority 



93 SBA, National Directive ND 680-i, Oct. 19, 1970., 

94. See SBA, Standard Operating Procedure 60411 (November 1974)., p. 72, 



' 66 



contractors felt that minority, fims are 
agency technical representatives than are 



/ 



however* cbrisidered contracting , specialists to be helpful by advising 
them of administrative procedures and promptly processing their payment 
invoices. V ' - 

^ fcpntracCy admxnistratioh procedures can provide technical assistance 
, to a firm under contract.. For example, the c6ntinuing relationship 

between contractors and Public Buil(iing Serjvicie, officials on GSA construc- 
tion projects provides opportunity for timely ijdentification of problems 
that contributes to successful performance pf a particular contract and 
to development q\f the contrahtor.' 

' Contract administration seems to be th^^ least controversial^aspect 

pf the 8(a) program, but then most 8(a) contracts do not rreceasitate 

* \ ' * i ' ' ^ / 95 

extensive coordinating because of their relatively small^iz6,v 

Finally, while SBA may particiiSate in periodic . reviews of contractor 

performance, OBD' ^ strained resources only permit mxnimaL involvement in 

contract a'dministratioiu^ Moreover, after a contract is awarded, SBA 

often has no furtheiu contact with a 'firm until its next contracting 

opportunity develops. Complete delegation ojf contract administration to 

^.the ag^encies limits SBAls ability xtK evaluate the cap,abilities and 

^ ' ' - i ' <"* / . . 

progress of 8(a) firms. Further, SBA's limited followup of 8(a) contrac- 

tors to determine, whether they are developing financial, manag^ent, and 
marketing ^expertise is not consistent with the program's overall objec- 
tive of creating competitive firms. 
CRITICISM OF SBA PROCEDURES 



more stri 
white fi 



:rictly monitored by 



irms. Most contractors, 



SBA has been criticized by representatives of minority trade * 
associations and business develqpment organizations for its methods of 



95. Neither the agencies nor SBA maintain data that could serve as a 
basis foT a comparison of l]ate deliveries, terminations, -and ^defaults 
,oJE, 8(a) contractors as compeared to all small business contractors. 
Surprisingly, SBA maintains no data on defaults or terminations though, 
seemingly, such data is indispensable to program monitoi:ing and planning. 
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. ■ ... * 

certifying firms .?s .eligible for the i(a) program, matching pi^osRective ■ " 
contractor! with jpfocuremenf.op^ortunities; a^d negotiating and awarding ' 

the 8 (a) contracts. - ' • - , 

■Th^ Ap proval. Of nnnfractors Y -^ Th. sra^l Program > . . i ' 

The Small Business Act:, does not 'mpQse any conditions for partici- 
pa-tion-in 8(a),^^ but SBA pplicy restrict^ approval to firms owned by. _ 
socially and economically disadvantaged persons . The criteria^f or 
-d^temining Which firms are , socially or eccMomically disadvantaged 
however, ar.e vague in 8(a) regulatxons.- . . -. 
f The/regulations, as amended in^y 1973,. state: ^ ■ . 

An applicant" conca'rn must bfe owned and controlled by' . 
one pr more persons who have been deprived- of the 
opportunity to develop and maintain a competitive , 
position in the econqmy bec.au'se of social or economic 
- disadvantage. Such disadvantage may arise from 

cultural, social,- chronic economic^ circumstances or 
background, or other similar cause. Such persons > • 
. ■ include, but are not limited to Black Americans, -. 

Lerica; Indians ,. Spanish Americans , Otxental ^erica^s , . 
Eskimos; arid Aleuts., Vi'etnam-era ^^^^""^'^ ' ' * 

: Forces may be a contributing^ factJo^gin establishing^ 
social or economic. disa"dvantage. - , i 

■ SBA field officials determine the eirgibility of applicant^ for 
participation in tj.e progr-a... Applicants m^st submit p\rsopal background 
information^ subject to investigation, to support their contentions that 
they are socially -or economically disadvantaged. 

— — — ^ ' /' - ■ 

96. 15 U:S.C.\637(a.). . , - 

"97. 13 C.F.R. S^c. 124.8-(b)-. ' . 

98. in^ addition to,the statute.and regulation cited fove the relevant 
documents, are SBA,, National Directive ND 680-1 (Oct. 19, iy/u; 
Standard ,Operating\ Progedure 6041 (Dec. 21, i.y/i;. j ^ 



9^. 13 C.F.R. ' Sec .\ 124. 8(c).. 
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Esta)3lishing ownership of the applicant firm by a socially and 

economica^^Xy disadvantaged ^person (usually a mi..:ority) and apprq-ving a ^ 

business plan are the»n'ext steps in the process". Disadvantaged persans 

must o^tgiujb percent or more of the interest in a joint venture or ^ 

partnership/ or at least ST percent of the st^Ci/ in a corporation. 

. Corporations in wMpl persons who are not socially or aconor^ically 

disadvantaged (usimjly .white males) hold a controlling interest' 

are eligible for ariproval only if tttere is an agreement to trai^sfej 

ownership to scciTally and economically disadvantaged persons (usually * 

minorities') # , applicant is responsible for furnishing sufficieilt' 

legal and financial records fojc SBA to determine ownerjship and"^ control 

of the finns^. '-^ " ■ ' ^ 

• Each* applicant must file a business plan (or business^ qualifications 

resume for construction firms) that shows the company's financial, 

production, marketing, and management , capabilities with 3-year projecirions. 

Also, the plan should indicate the extent of 8 (a) support need;ed and the. ^ 

manner in which the 8.(a) program can assist the firm to become competitive 

in the open market. In addition, construcj:ion companies must, provide 

information about^ their "track record, " bondiqgji^ and- licensing." 

The purpose of the business plan is to .provide SBA with enough 

information to detetmine vhe'cher the firm can. supply a product or service 

It a reasonable price, what kiiids of as"sistance other than SBA contracts 
\ ■ ' . * ^ 

are needed, and whe^ther the firm is likely to achieve ""viability" in 



100. For purposes of the SBA^ regula'tions , a p'erson is deemed .to have 
a controlling interest when he- or she owns more ^thari 50 percent of the 
outstanding Voting stock of a corporation. 

101, 13 C.fIr. §124.8-r(c)(2J). SBA is vary of such arrangements and 
requires api)Voyal by the As'sociate Admini-strator for Procurement and 
Management Assistance. Mana^gement contracts and other joint ventures 
which "temporarily vest pwneirship or control in nondisadvantaged 
persons" , also receive special -scrutiny and approva:l. The purpps'e of 
suth care is to ensure^1;h.at the intended beneficiaries of the 'firm 
actually /benefit and to prevent, exploitation o£, minorities. / , 
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SBA'-s 3--ye.ar time' peri.o<i.' Help in developing business plaQS ^s 
available. through OMBE-funded organizations as well as through SBA; 
but', because'pl a lack of coordination ."between 8(a) program of ficials ; 
and OMBE-funded technical assistance organizations, the' latter have 
not, pldyed "a key role in developing "the business plans. ■> 

' The approval process,' which includes assessing applications and 
business plans, might tal^^riittle as 3 weeks for a knowledgeable 
^ firm,, or it could take over-6-months for a firm wkh problems in 
developing its business plan. The time requii^ed to process a business 
plan also depends on such factors as the problems of a particular 
fivm, the various regional offices' staffing a'irangeme^ts, their case- 
loads, ^ and operating styles. Regional business development officers 
make recommendations, after consulting with SBA' s legal and. financial 
analysts and • other of ficjLals . Their recommendations are reviewed and 
forwarded by the chief, of the Procurement: and Management Assistance 
Division of the regional office to the regional director> who makes 

. ' . .102 ■ \ ■ * 

the final decision. .5 , 

Ac^r^ing to SBA officials, early 'efforts to enroll as many con- 
tractors as' possible resulted in approval of firms that do not meet 
current standards and never really had the basic capability to partici- 
pate in government contracting , or to benefi? fro^ thel program. SBA is ^ 
"attempting to "purify" the^ rolls^by ignoring such -firms and terminating 
. the participation of firms with l\ttle or no chances fpr success in the 
" program. The curxent practice is 'for SBA regional officials to dis- 
• courage applicants from developing business .plans' if ho .contracts are 
likely to be forthcoming. They -do this, by iri^forming the applicants 
that SBA do^ 'not have enough procurements to meet the contracting ^ 
needs of firms previously- approved for the program. The type of firms 



102-. Approval of firms in special situations, such as management agree- 
ihents, Zy be delayed by the requirement of intensive legal review and 
approval from Washington. ^ • 

' • * . 70 ' . . 
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being approved or discouraged vary from region to region. One SBA 
regional official expressed concern about the abundance of minority 
janitorial companies, stating '*we have enough janitor's to clean the ..^.^^ ! 
world",/' Similarly, an SBA official at headquarters, Washington, D,C., 
expreSTsed concern over, the number of minority .consulting and software 
companies that are highly dependent on government contracts • These 
types of firms, the SBA official asserted, tend to be/locked into the 
8(a) program for Ictng-term support .rather than for contracts to supple- 
ment other, marketing efforts, j ^ , / 

SBA does not keep records of firms that are denied approval. Field 
officials maintain, however, that the number of such firms is small. 
They attribute the denials to tie following: (1) ^ne^ firms are not owned 
or controlled by disadvantaged persons ; (2) the fipns do not produce 

goods or perform services purchased by the Federal Government; (3) the 

. - } ^ f ' J 

firms are clearly unable to meet government specifications; (4) the / 

* r ' 1 / I 

firms fail to provide sufficient information, particularly on their 

financial situation, for a determination of eligibility; or (5) there is/ 

no contracting opportunity "in sight." 

, Thfe, Commission did not hear recurrent complalints about the first 

four considerations, though some firms have dispujted SBA's judgment. 

However 3^ the denial of approval^ because of the laik of a likely contr^tt 

has been questioned by representatives of minority^ trade organizations., 

■ .1 ' i . . \ . ' / 

The agencjies may, in effect, derly entry to groups of firms by failing? to 

provide appropriate contracting opportunities. Also, SBA's judgment 



that there is n6 contract "in sijght" may conc.eal other reasons for 



7 



denial of entry into ^the programl 
The "Match*? of Contract and Contractor 

Despite tne fact that the SBA regulations and the \let'ter notifying 
the , applicant of approval state that entry into the program does not 

I . V I • 

guarantee that contracts will be forthcoming, the firms naturally expect 

' . ; . ( . ^- T 

contracts. There are firms that have not received contracts aftier 



several years in the. program,!, and others have received only^. one or 
fewer than the number or of smaller dollar value of contracts than 
requested in their business plans. Complaints by firms without 

contracts based solely on the fact that other, similar firms received 
contracts are" likely to continue, although increasing the number of 
contracts- in the program migh;t reduce their frequency. 
- . Some complaints., however, reveal problems in the match^ing process. 
There' is often more than one prospective contractor for a proposed , 
contract, and the choice among them is made 'by SBA. It is not clear 
what standards SBA uses to select contractors in such circumstances. 
Agency officials and 8(a) contractors intervfewed by the Commission ' s 
staff complained that SBA guards its discretion too jealously. Some- 
times, for example, the agericies provi4e SBA with procurement needs and 
the names of potential contractors. In other cases, potential 8(a) 
firms discover potential contracts that agencies prefer to award through 
8(a.). On occasion, SBA accepts the procurement but rejects the contrac- 
tor preferred by ^the agency and .ajrrds t^ie contract to another firm. 

■In a case where an agency finds a firm,' its rejection may dis- 
'courage further outreach efforts by the agency and diminish its 
enthusiasm for th^ 8(a) program. . Where a firm finds a_E^otential 
.i£ontract, a negative response from SBA seems to be counter to the 
^program's goals~becIuse it fails p reward the firm for its marketing 
efforts. SBA may have" goodj^ reasohs for its matches^, but several 
contractors interviewed by the Coiknission believe themselves to^be 
victims or beneficiaries -of favoritism and. political interventi^on. 



i: ■ . _^ / 



103- In FY 1972, the SBA av/arded 1,715 contracts to only 988 firms 
although 1,780 firms had b/en approved for participation in the rtogram. 
Thus, 44.5 percent of the/firms approved for the program received no 
contracts. Status Report of 8(a) Contracts (Sept. 1972). 
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The Negot iation and Award, of '8(a) Contracts 

SBA is responsible, for negotiation of the subcontract wkh the 

? (a) contractor it has ^elected./^* Agency representatives in\parti- 
^-^■•cipate. but generally^they do not. At the same time, agency officials 

int-er^/iewed by (fommission staff indicated that haying SBA, rather than 

the agencies, handle negotiations results in unnecessary delay and 
overpricfLng. SBA^officials countered that their conduct of negotiations 
is necessary to serve both the business development and ^procurement 
purposes of the 8(a) program. They support this contention witi the 
claims that they are more familiar with the needs and capabilities of " 
the contractors and that they have more access to resources to assist . 
them. • . * ^ 

Commission inquiries regarding the pricing of 8 (a), contracts drew 
' responses too. mixed to provide a basis for assessing assertiphs- made by 
several contracting officers that 8(a) contractors submit excessively 
high bids. Entrepreneurs, however, indicated that, generalljr,- over- 
pricing is due to excessive operating costs and does not refle^ct a 
desire to realize excessive profits. Also., new, disadvantaged' firms 
Hay have higher operating costs, and-,a 'ifair and reasonable price'.' for ■ 
the government m^y not be fair and . reasonable for 'the"8(a) contractor. 

In cases wWere the bid price includes sums for capital start-up . 
expenses (such as" purchasing machinery, etc.), the portion of \he bid 
price .that exceeds the market price (the price the agency ,7oufd pay if 
purchasing by formal advertising) is referred to. as a "bus'iness -develop- 
ment expenses" (BD'E). ' * ,- > ,-30 



i>04. See SBA, SOP 60401 (November 1974)., 

105. SBA can, in' fact, provide assistance in a variety of ways- for 
example, construction companies may obtain bonding or technical 'assis- 
tance and a guaranteed line of credit in addition to 8(a) contracts 
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SBA n^v has funds to pay the business development expenses on 
nianufa''cturing contracts. There was some confusion among SBA 

regional staff as to whether the BDE should be used only for non- 
recurring start-up costs or for differentials resulting from recurring 
higher costs, in any event, SBA's use of less than half ol^^he amount 
appropriated for business development expenses in FY 1973 indicates 
that in practice SBA followed the former approach. 'The current policy 
of SBA's OBD headquarters is to permi| only .the nonrecurring start-up 

costs. * ' ^ '\ , ' 

- The BDE is approved after the conclusion of a.successf-l negotia- 
tion of a contract with an 8(a)- firm by the Associate Administrator for . 
Procurement andManagement Assistance.' SBA then awards the contract 
through the execution of appropriate contracts and subcontracts among 
the-.agency, SBA, and the 8(a) firm. • . 

TECHNICAL ASSISTANCE FOR 8(a) CONTRASTORS \ . 

The provision of technical and management assistance is an integral 
part of the 8(a) program. Such assistance, However, is not, provided in 
a. uniform manner. Even though a firm's business plan provides a^ compre- 
hensive assessment of its needs., SBA and the Federal contracting agencies 
do not adequately service \these needs. \ 

The provision of technical and management^^ assistance to 8(a) 
cbntrac.tors is extremely fragmented and uncoordinated. Assistance 
efforts are scattered among Federal agencies, ^he SBA Business Develop- 
ment Office, and OMBE-funded organizations. OW^ funds trade .associ- 
ations, business development service centers, and the technical 
^ ■ ■ 1 

106. The BDE differential payment is defii^d as "the difference between 
the fair market price and the price r:equired by the 8(a) subcontxaptor 
to- provide the product or service under an 8(a) subcontract wxth SBA...; 
qRA SOP 66 4M (Nov. 14, 1974), p. 87. Prior to FY 1972, the agencies 
had o ab oJb the c;st'differ;;tial. . But during FY 1972 'SBA authorize 
the use of BDE on manufactaring contracts, S?A SOP 6043 (December 1971). 

107. r.»vA rnment Minority. Ent erprise Pgoprams— FY 1974. pp. 12-15. 
Total ■BDE for FY 1973- was 5.6.6 million of $14 million appropriated, and 
the average BDE per contr?.ct was about 13 percent of contract value. 
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108 

assi^ance' of "call contractors" to assist minority firms, but 
SBA is the only agency that is supposed to have a continuing relation- 
shipjwith firms approved for'pa'rtldpation in the 8(a) program, 

I^ile' SBA Has access to more resources_tKan the contracting 
agencies,^ its technical assistance is not especially geared to the 
needs of 8(a) contractors. SBA "call contractors" may de^al with, 
particular problems' of minority firms^ but they do not provide overall 
guidance.^ ~ ^ O 0 

Regional* SBA officials, interviewed by the Commission^ he^d"JO^CBE' s 

1:echdical assistance resources in particularly low esteem and often 

did riot mention their availability to 8(a) contractors. Contractors, 

« 

interviewed by the Commission staff, in ge*:'>r:al, had little confidence 

in the volunteer Assistance efforts of the various local internship 

109 * ' " 

programs. The director of a contractor association in California, 

in particular, was so dissatisfied with the technical assistanc'e being 
given by SBA and OMBfi-funded organizations that he had turned to a 
larger corporate systems ' drganization to provide assistance , to member 
firms. In most'' cases*, there is little available to the 8(a) .contrac- 
tors i'n^th^way of steady reliable assistance to identify problems 
before they become unSahageable. ^ - 

Furthermore, the assistance provided to 8(a) contractors is not 
focused on business development. Few minority firms can afford adver- 
tising budgets, full-time sales representatives, proposal and bid 



108. Both SBA and OMBE provide technical and^ management assistance 
through call contractors, which are private firms called upon to render 
assistance for a specified number of days. SBA's call contracting 

* program is authorized by Sec. 406 of the Equal Opportunity Act of 1964 
42 U.S.C. 2902.^ The authority for OMBE's call cohtracting'^rogram is 
based on Executive Order 11458 (1969). ' ^ 

109. AiCTlON provi^q^s volunteers through the Service Corp's of -Retired 
Executives (SCORE) and the Active Corps of Executives (ACE), fprmer. 
SBA programs. Many OMBE organizations have cqoperative arrangements 
with universit«ies and bus,iness colleges to provide internship oppo^- 

-^tuhi-tdes fox students^Cb. work with minority firms. 
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writers, full-scale market research, ,and .the other elements of success- , 
.ful m^irketing. Yet, there is little emphasis by ,SBA or OMBE on £he . 
'develop;nent of. th^se resources and no adequate focus on marketing 
problems ia contracting, SBA and OME officials concede that in the 
past they have placed, emphasis on providing assistance for preparing 
loan applications. Generally, 'these ag6ncies are beginning to allocate 
more resources to marketing, but theix recent efforts have not begun to , 
.-tne-rease-the e-ffectiveiTeii^rtinority firms in marketing programs in 

the government sector. ' , 

' program COMELETION-AND TERMINATION- - 

After 5 years of. 8 (a) operation, few firms have graduated from 
.the program. • Many 8(a)' contractors are reluctant to leave, despite the 
fact that ^heir enthusiasm for the program is. often lukewarm. 
Although SBA, officials are ^agei: to graduate more firmed they e^^press 
do'^ts that firms have fully benefited f-rom "the, program.. One SBA^ 

■ official asserted that SBA could not point to a single successful firm 

, that had been developed solely as a^ result of its >articipation in the^ 

8(a) program. , * . _ 

SB^-regulations state that a firm which Ijas "substantially achieved 

the objiptive of its business^ plan will be notified that its partidi- 
pation in^ the program is completed" artd that judgment of program comple- 
tion will,\be made "in the light of the' purposes of the progf^m. " 
li^- -^^^ • - ' / 

110 SixUd: 18 8(a) program graduate contractors interviewed by th^e • 
ComiliissionHelleved that the program was - not hel-pful to the^;, and a 
Uarge majority of those who felt it was helpful qualified their responses. 
Some even b^fieved that the program could harm their businesses. 
>111 SBA ffinkly does pot expect to meet its goal of 100 new graduates 

■ in FY 1974. '/see testimony of Administrator Kleppe in Government 
Minority Enterprise Pro grams— FY 1974, 'pp.. 12,^ 27*28. , 

112. 13 C.f:.R. §124.8- (e). ' 
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SBA o'fficials use iritet;changeably the terms "achieve viability" arid 
"achieve the Ability to \compete .ia- the market place"" to ^def ine the 
goal of the program, yet' no one was able to speci-fy criteria for 
assessing viability. In tact, one SM of ficial. described ^program \ 
completion as ^a "nightmare^ " ' \' ^ 

A,,, .Achieve^ient of the objectives oj^ the business .plan presupposes 

that there are specified and achievable objectives. If the business 
plan is developed carefully and'* realistically , it .'would seem that a 
firm s progress could be assessed by compjairing its' financial statements 
with the plan. But 8(a) contractors maintain and program officials p 
agree that business plans, have often been drawn up casually and rarely 
reflect realistic and co9iprehensiv"e assessments of a .firm's needs and/ 
prospects/ ^ 

SBA reported that the 8(a) program has- graduated 29' firms that are 

^ ' ' ' ' 113 

"competitive" and "in very good shape." Followup interviews by the 

- 114 

Commission with 18 graduates, however failed^ to clarify either the 



113. The 29 graduate firms consisted of 10. construction, 13 service, 
and 6 manufacturing firms. Seven were Spanish speaking^^. 22 were black, 
I was Asian, aftd 1 was Indian-owned. Only one firm was owned by a 
woman. Gross, receipts of the 12 firms providing financial information 
ranged from $lO,000- for a janitorial firm to .$1 milLion fox a- construc- 
tion firm. However, the average gross receipts for these firms for * 
1973 was $308,900. - ' ' ' 

114. Government, Minority Enterprise, Programs--FY. 1974 , pp. 11-12.. Six 
firms Qould'not be located by the nan).es of either^^the^ firms or principals. 
These names may have changed o^r the firms ^may have ^one out of business . 

' Jour other firms '^did not provide sufficient information fco l)e included in 
thxs assessment, and one firm reported that it had never p4rticipated in 
the program. Thus, only 18 firms were able to provide inf<)^rmation on 
».thei.r firms' participation in the 8(a) program^. Intefvie^Js^^were conduc- 
ted by .telephone between Jan. 17 and 28, 1974,. ^and the infQnnatipn was 
cross-checked, where possible, with previous Commission interviews and 
SBA's Status^^Report ^of 8(a) Contracts (July 1973). 
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criteria used to=- determine their viability or the procedures by which 
SBA decided on the completion- of their participation in the program. 

Welve olfficia Is "reported that their firms 'had received notification ofr 

*tMr graduation. Six of the firms had objected- to graduation and were 
reinstated, and another "six accepted SBA's decision and- considered them^ 
selves' graduated whether or not they .believed th^. should have Been \ 

.graduated. The remaining six firms listed, as graduates were not aware * 
that they had been graduated, ana two of these firms were listed elsewhere 

, as. having received 8(a) contracts in FY 1973 and FY 197.4. 

The '12 firms, that were notified of graduation repo^rted that they 
received notice of successful program completion by letters from SBA'" 
without any prior discussion. Se.yeral of the other firms which were 
not aware of their status in the program, stated that they received their 
first notiqe of .graduation in interviews with. Commission staff. 

.Only .3 of the 18 officials believed that the 8(aj program had 
definitely , helped them improve their business positions, and 7 officials 
felt that lihe program had not helped their firms at all. The remaining 

.8.officials were undecided. 

The range of responses to the fo-llowup survey Indicated thai: some 
of those interviewed, should be considered true graduates in that they 
successfully" completed the program, while others should be considered 
terminated not hecause they -had achieved the objectives of their business 
plans but because the chances of their achieving competitive status 

seemed slim.. . ' • , < 

The .12 firms that were notified of graduation are now functioning 
in the private sector, but .few- attribute their marketing development to 
participation in -the 8(a) program or to SBA assistance. In fact, several 
. firms' concluded from their 8(a) ..exp'erience that Federal procurement could 
notf -provide them with pro'fitable marketing opportunities, because of the 
time and- effort necessary to comply vitth rigid contract requirements. " 
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The SBA 8.(a) regulatiods also state that firn^s whose parqicjpa^tion 

'\d.ri not further the program objectives" will be terminated before they 

complete the program. Potential grounds for termination include: 

The unavailability of appropriate section 8(a) ^ 
^contracting support, the inability of the^section , 
8(^) concern to develop suitable conmercial o,r 
competitive markets, inadequate management perfor- ^ 
mance, and evidence of continued inadequate technical 
performance, " 115 

Thus, program termination may be the result of poor performance • 

and management by the 8(a) firm,, the failure of the firm and the 

technical assistance program to develop competitive marketing ability,. 

or the failure of agencies and SBA to provide adequate contracting 



opportunities. 



The guidelines for ietminatrion are ^nearly as confusing as those for 
successful completion of the program, as there are no (criteria upon which 
to assess whether affirm has developed .competitive marketing ability. 
If SBA would implement plans to**^sharpen its business development 

focus, in addition to emphasizing increases in contract awards, operating 

• " \ 

objectives and criteria for decisions at every stage of the programs would 

• 117 ^ ^ 

be clarified for the benefit of the contractors. 



115; "13, C,F,R, § 124,8-2(3). • ' ^ " ' ' 

116, SBA reported that 138 of 2,00^ firms in the pr:ogram between 1971 
and 1973 had failed, largely for the reasons, that small businesses 
usually fail. See Government Minority Enterpirise Programs — FY 1974 , 
p, lit According to Dun 6e' Bradstreet , 95 percent of sriialT business 
failijres are attributable to financial and' management \problems. The 
Business Failure Record , compiled by JDun 6c Bradstreet, Inc, (1973),' 
ppr 11-12, ' . ' - / '''' ^ ' • : V ^ 

y.7. Government Minority Enterprise Prog-cams— FY 1974 , p* 12, 



Chapter 6 

. ^ THE BUY INDIAN, CONTRACTING PROGRAM ■ . 
The Buy Indian Act; of 1910 authorizes. che» Secretaries of the 
Interior^-and-HeaTth-iT Education, and Welfare to negotiate contracts 
directlVwith Indian- firms and tribes. 'ihe- Commissioner/of the 
Bureau o£^ Indian AiEfairs (BIA) exercises. , this authority on. behalf 
of the .Secretary of the Interior, and theS Director of the Indian 
Health Service (IHS) exercises the authority at HEW. 

.1 'The Buy-IndiAn contracting,' program ife unique among special 
■ cbntracting progfLs bediuse it is .limited -to one Mnorlty .group, 
■ It is a direc7'^ohtracting program, and ilp permits contracting with 
nonprofit organizations i(Indlan tribfes) a^ well as profit-oriented- 
' businesses. , The direct contracting, authoijity makes the Buy Irfdian-. 

program potentially more, effective than odher special programs ^ 
. because the Indian agencies can deal direct^^y with Indian firms ^ . 
rather than having to go through- a prime contractor or ano'ther^ 

Federal-agency. . " ^ ' • . . . 

The- Buy Indian .authority was dormant for many yelars until Federal 

policy trends, emphasizing more tribal administration of Indian' pro- 

grams, growing interest within the Indian community in economic 
-."development, and th^e convenience of the authority, in meeting certain,. 

procurement needs, contributed to' Its qfiljzatifon. President Nixon's 
' message 'on Indian affairs, stressing the goal of Indian control, of ^ 

' ..• : • . / . /■ 

' 118. The Buy Indian Act is a provision. enacted as Sec. 23 of the.^^ 
. Indian Approprxa'tiorv Act of June 25, 1910. The pertinent iortxons 
of the act state: "So far as may be practicable, Indian/Labor shall 
be employed and purchases of .the products, of Indian industry may be , 
made in the open market at the direction of the Secretary of the ^ 
Interior/' 36 S,tat. 855, 25 U.iS.C. §" 47.^ The Secretary o^^J 
authority to operate the Buy Indian program is inherent with, HEW, s ^ 
responsibility for the Indian health program, whict/wae inieially ; 
" operated. b.y t{ie Interior but transferred to HEW V 6a>^?tat. 674, 
42 U.S.C'. 2001-2004; and' Reorganization Plan No. /3 of iye&, ■ 
U.S'.C. 202. ' , . / 

119 For the text of the Preside^t^'s message/n Indian affairs to 
the'congress on July 8, 1970, see Weekly Com,/ilation of Presidential 
Documents (July .13, 1970), pp. 894-905. ' 

63^'' / A 





. J 



thd^^4dp million annual Federal explndl tyres for Indian programs.^ 

- \ ^ 120 ^ ^ 

and Executive Qrder 11458, providing organization and policy ' * 
direceion for minority business development / g^y.e added impetus- to 
futl-iinp-lHmentation of the„Buy Indian. contracting authority. 

The Buy Indian prtfgram opera^tes within ±he framework of the ' ) ^ ^ 
regular prdcurement activities of BIA and IllS-and 4i4s^o distinct 
organization or staff. Regular contracting officers; guided b^J:he . 
^policies of ch^dLr-^esp^Treive^agencl^ select contracts for negotia- 
jtion under the Buy Indian authority. _ ' - 

The BIA' ^ Chief of Contract Service, the chief procurement 
\ pr'f fcer for th6. Bureau, is responsible for . formulating BIA prpcprement ^ 
policy but has/ho direct authority over the 11 area cot>tracting offices- 
■ or the three cenWal parchasirig facilities. * 

Tfie Division of 'Grants 'and Contracts in/ the Health Services 

Administration oflHEW formulates IHS procurement policy while '.the 

1- \ ' « ^ ♦ 

- IHS Director of -Administrative Services coprdinates pf6cMremeh& 
activities, a taskilim^ited to transmitting contracting instructions 
and regulations to the area offices, that have purchasing authority. 



'3 120. Executive. OrdeV 11458 (Mar. 13„ 1969). • - 

.121. Staff intervie^^wtth a former 'BIA contracting pfjEicer. 

122. The 11 area of fices ^are located in^ Aberdeen, .S.Dak. ;^Albuquerque,. ' 
N.Mex. ; Anadarko, Okli. ; Billings, Mont.'; Minneapolis, 'Minn. ; Jurieau; 
Alaska;, ;Mas'kpgee, Okla. ; Gallup, N.Mex.; Phoenix, Ariz> ; ^ Portland, -Oreg..; 
and Sactamerrto, Calif. . We three central purchasing facilities are 

the Indian Technical Aftsist^nce Center in ^Denver , Colo. ; the ^Division,^ 
* of Plant Design and Construction in Albuquerque, N.Me3^-.-;-.and the Field 
Services Division^ also located in Albuquerque/ | ^ 

123. The nine area offices fot procurement are in Ailpuquerque^ 'fi.Mex. ; 
Winjtflw Rock, Ariz.; Aberdeen, S.Dak. ; Anchorage, Alaska; Billings, Mont^ ; 
Oklifchpraa C^ty,. Okla.; JPKdenix, Ariz.; Portland^ Oreg.|;' and Tucspn, 

Ari 5 ♦ ^ ^ * ' ' • 
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Since the Buy Indian program is a direct contracting lef fortj.^BIA ' 
and IHS contracting officials have 'the authority to negotiate pract/- 
'Jial|Ly'air contracts with Indian firms,.. Before tjie' procurement i^/ds 
of these ^epcies are formally advertised, tiie cpntr^ctiijg of|i:cets 
I ate expected to ascertain whether any Indian firms 'can produce the / 
needed goods and services. If so, the ojfficers may negotiate contracts 
'directly wi^th the fi'rm^;. but, A/hen lwb .br more '^dian firms are found 
[wW the capabilities f(k fulfilling. a contract, ^competitive bids are 
requested^rom them and a contract, negotiated wi'th the lowest bidder. 
* The number and^alue of contracts negotiated tfirough the Buy- 
i Indian program has incr^s 'd steadily.. For example, in FY 1968, BIA 
/ es.tiraated/aVards at $6 million- and, in A 1972, the BIA awarded $63.4 s 
.' million in Buy Indian 'cijntracts-^^^ In Fn972, the two agencies 

* I * 

awarded about 40 Ipercent of their dollar volume through the program. 
" (See .table 12.)\ \ 
' goals ANp'oBJ-EetCll/jiS 

Despite 'the IncreasjLng vpiume of^ontr^ts. that the Buy Indian 
pro&ranf has 'directed to Indian .tribes and firms^, the absence of well- 
-articulate goals knd performance measurements, along, with a lack of 
•program' coordination^ has limited its effectiveness as a business 
development program. / ,^ . '•'^^^ ' ^ 

The Buy IndiaA program is not designed solely as a business ^ 
' - development progranl, although the BIA manual states that one of its 
goals is indi&n business' develpp^ient.'''^^ \lhe .manual emphasizes: (1) 
assisting in* establishment 6 f Indian; businesses fbr the pVvMiotion of ^ 
Indian employment, opportunities^ (2)^ providing markets for ehe pro- 
^ Mucts*of mdxan indujstr^ (3) providing bup'^'ness training and experience 
and (4) developing cbntracF b^J^ing and negotiajting skills. IHS has 
"not 'started goals for] its prbg^fam. N ' ^ \ ^ 



nh. Responses to \^e'^CJjmtssi.ovi' s Special ^Questionnai^^ to Selected 
Federal Agencies -Regarding Procurement* Activities Under The Buy 
iridiati^Act. . . ' 

lV^'.S. 20 BIA Manual Sec. 5.6. « / ^ ^ 
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Each ageijcy is responsible for /operating thej Buy Indian program 
through its central and area contracting off-i'ces.j. Decisions "reggrd- 



ing when and for vThat purpose he Buy Indian -auttjority_is to he used^ 
however, are delegated to the are^' offices withxB each agSncy,' Each 
purchasing officer may assign different priorities to the use of the 



'7 ' ) 

authority, =ausin% -the operation of- the program to vary wi'dely among" 

area offices; as well as betweeri the (rap jagencies. .- For esuinple, the 

' -Buy Indian share of the total/contracting effort of selected IHS 

area, offices ranged from 16.3 to 21.4 percent While in selected BIA 

' .• / ■ 126 

offices it ranged from 19.2 /to 42.8 percent. 

' / * 

CONTllACT& AWARDEi) THROUGH l^E BUY INDIAN PROGRAM ^ ' ' 
^ Buv^lTCiiaireontr^ rds are . overwhelmingly concentrated in 
serv,i<5^- In? fact, tkis concentration is, far greater than that for 
minbrities in general. Contracting officials Contend that there are 
Few consferuction and ^Jaji fact u ring .awards because there are few Indian 
firms, in those .iyoclustriU classifications. But since^ there are no 
^ I data on the industrit/disj:ribution of Indian firms, the validity of 
. thijS contention cannjy be assessed. (See table 13.) 

The^ Buy Indian. program has also awarded more contracts to Indian 
tribes than to coiranetcial firms. Table 14 shows the distribution of 
contracts between t/ibes and firms for several area offices, If. 
this pattern is tyE/ical of all Buy Indian contracting, less than 10 
".percent of Buy Indian contracts afe awarded to commercial firms. j 



-126. Calculations based on figures provided to .the Commission during 
.interviews' with_area,-of-f-iaials. Some -f igure-s are estimates based on 
data kept informally by contracting officers. , , 

127. Figures are deriyed^ from file material provided by BIA and IHS 
area offices'. The Commission^-S.taf f visited area offices in Window < 
|lock, Ariz.'; Sacrameipto,. Caltf.j AUbuciuerque, N.Mex..; Aberdeen, S.D£ik.; 
and. Ga],lup, N.Me^. , but only the f ive '|irea oifiQes^in table 14 were 
able t?o supply data. " • 
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TABLE 14 -BUY INDIAN CONTRACTS AWARDED TO COMMERCIAL FIRMS IN SELECTED. 
S^'iVil CrPARED-TO TOTAL BUY INDIAlf CONTRACTS, FISCAL YEAR 1972 



Offio^ 

Sacramento BIA 
Albuquerque BIA 
Window; Rock 

j^Navajo) BIA 
Albuquerque IHS 
Gallup, N. Mex^ 

^ (Navajo)^ IHS 

Total 



Buy 

Indian Contracts 

$ 949,000 
2,400^000 

• 

25,737,501 
401,653 

1,500,000 

$30,988,154 



Contracts Awarded to 
Commercial Firms 

Percentage 



605,385 

1,791,498 
31j832 

53,547- 

$2,482,262 



*Figures are estimates for 'fiscal yeai;^1972 

Source: Commission staff interviews witXarea office's. 
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.Contracting with tribes basically prdvides a. means for .trans- 
ferring control of the program to Indians and also enables Indians 
to develop business experience. Nevertheless, Indian fitSI need a 
greater share of the contracting. 
CONTRACTING PROCEDTIRRS . \ 

The agencies responsible, for implementing, the Buy Indian Act- ' " 
have not developed comprehensive or uniform contracting regulations. 
BIA has issued a manual on the use of the Buy Indian Act but IHS 
has only issugd^an interim policy statement. ^^9 regulations pro- 

posed by IHS consist simply of a statement of its existing practices. 

. Deficiencies in Buy Indian contracting procedures 'a^e similar in 
manT respects to those of the 8(a) program. In. particular, procedures 
for -selecting firms to participate as contractors and for selecting 
contracts to be negotiated under the act reveal crucial program weak- 



nesses » 



Selecting Firms to Particip^f^ Pnr^ tractors in the Buy Indian Pro gram 
The Buy Indian Act does not, state any specific criteria for ' ' 
determining wh:^ch firms are. eligible to negotiafce._Aontracts, except 
that the items purchased must be the,product of Indian industry.'^^^ ' 
1^ 

128. 20 BIA Manual (May 21, 1971). 

129. The'^'Buy Indian Act" InteriiP Policy Statement issued by the 
Deputy Director of IHS, Feb. 1, isjz, ^ 

130. Published in the Federal Register . Feb. 1, 1973. A final . ' 
regulation has hot been published ks of this writing. ' 

tribe '^!ebw'^L"d'^ "-'^y 
Ihl "™n™ity recognized by the Secretary of 

the Interior^ or any individual or groups of individuals, irrespective ' 
of the degree of Indian Blood, recognized as Indian -by- the .Sec'SrT 
of the Interior or the' Indian tribe with which they claim. affi.fiatKn • 
■me product of Indian Industry is anything produced by A business . 
organization 100 percent bvmed by .Indians which requires /kilT labbT 
or intellectual effort." 20 BIA Man\ial 5.5 A, B ' 



* ■ 
I 
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The BIA' manual and proposed regulations of the IHS are considerably 

more res trie tiveTT^-t-hat they require that firms be 100 percent 

- . . , 132 

Indian-owned to<^ualify for the program. 

Procedures governing the s^T^ion of firms for participation -in 
the program, however, are not centraj^ly coordinated by either BIA or 
ittS. The Bureau's manual' states: 

Each contracting officer sr^ould catalog- prospective 
Indian contractors by th% type of "products of Indian 
industry" each can provide so that negotiation of 
contracts can be expedited when needed. .This /sic/ 
data should -be exchanged between contracting officers 
so that it /.sic/ can be given the widest possible 
.application in the, normal competing area cons;|.stent 
with" these fequirements.133 
The BIA manual 'also requires that firms submit proposals before 
negotiating a contract,^^ ybut the IHS has no comparable procedures. 
Developing Catalogs of Prospective Indian Contractors ^ 

The Commission's review. , of contracting operations in selected 
BIA offices revealed that the p'rovisioii of the manual that requires 
contracting officers to prepare , catalogs of prospective^ Indian coii- 
tractors is not being unif ormlj^^diipiemented. In fact, most area 
offices have not developed- any catalogs, allegedly owing to a lack p£ 
staff. This means that, most Indian firms are enrolled in the Buy 
Inflian Program under BIA through their own initiative, 

, IHS does not require its .contracting, officers to compile lists of 
Indian^ firms and, unless area officers initiate them on their own, 
no lists are compiled. ; ' 



1 



/l32. See BIA Manual 5.5B. See also Sec. 3-4, 5703Ca) of HEW s pro- ^ 
. / posel Negotiated Procurements Under the Buy Indian- Act, regulations 

published in the Federal Register , Feb.. 1, 1973. See also the iftterinu"^ 
. /. policy vs£atement referred to in note 124. . , • ' ^ 

' 133! 20 BIA Manual 5.3., ; . 

■ . . . 

.134. „Ibid., 5.9A. v , . ^ , 

• 1!35 'IHS's Response to the Commission's Special Questionnaire' to| 
, Selected Federal Agencies Regarding Procurement Activities Under The 
^ ']^uy Iudian>ct (Aug. 21, 1973).^ ■/ • 

ERJC' .. "•■./ .■ "SSr"' • 
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Distribut ion of Information on the Buy Indian. Program ' " .* 

BIA and IHS have not adequately informed Indian firms of 

contracting opportunities afforded by the Buy Indian program.. BIA 

reported that "all Indian tribes and known Indian^ organizations 

were fumisKed copies of th^ BIA Manual, which explains the contract- 

136 

ing process, 'when it was issued." The manual,, written in technical 

language for contracting specialists, pro vided th e only comprehensive 

written information on thp program for Indian firms by BIA. IHS 

started that it passes^ out information "by meetings, word o.E inouth, and 

137 ' ' ^ ' ■ 

writ.teii materials." Only 2 of the 11 firms participating In the 

Buy Indian program that were interviewed by Commission staff stated 

that they had learned of the program through information disseminated. 

by the BIA or IHS. The other nine pbtained their information by 

• independent research or from relatives and non-Indian business 
> »' • 

associates. The failuic^uf the BIA. and IHS to distribute information 

on the* Buy Indian program may accouht fc: the small number of Buy 

Indian, contracts with commercial.. firms. ^ 

Selection of Buy Indian Contracts 

> 

BIA has Chree criteria for determining whether a c6ntract should 
be negotiated under the Buy Indian A^t. The product or service to be 
purchased mif^t Le a product of Indian industry, the contract must 
provide ^n econbmic benefit to the Indian contractor, and an Ixidiat^ 
firm or tribe mist submit an acceptable bid. 

-IHS has not' published guidelines specifying criteria for select- 
ing Buy Indian contracts, but several of the criteria use'd are similar 
to those lisefi b^ BjIA-. . ' • - ' 



136, ^ Se^ the BIA's Response to'the Commission* s Special Questionnaire 
to Selected' Agencies Regarding Procurement Activities UnderlThe Buy 
Indian Act (June 25, 1973). . j 

137« IHS Frsponse.to the Commission's Spec4.al Questionnaire to 
Selected- Agencies Regarding Procurement Activities Under The iBuy 
Indian Act (Aug. 21, 1973). ' . ' , j , 

^ / ' 
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Products of Indian Industry . The BIA defines products of 
" Indian indust^j^^ as anything ''whidh- requires the use of labor or 
intellectual e^ffptt produced by. a b&siness ^organization wholly cmed 
bv an Indian/'^^^'The manual'specifies supplies, equipment, food- 

'' 139 ' 

stuffs, maintenance, and construction. . 

IHS has no comparable ins ti^ic tions , so, its contracting officers 
must use th-eir own discretion in determining whether items to be 
purchased fi:om an Indian firm are the products of Indian industry. ^ 
" ■ - There are at least .two major differences in the definition of, , 
■ products of Indian industry between the BIA and IHS'. Under the BIA 

• definition, the negotiation of contracts for, materials and supplies 

froin- Indian distributors is . permitted, regardless of whether the .pro- 
ducts are manufactured if lndians. But, in contrast, under IHS's more 
restrictive definition, distributors qualify for Buy Indian contracts 
" 'with IHS only if the product >.hey di^ibute is made by Indians. 

Second, there' are differences among regional officers. Some IHS 
area contracting officers negotiate construction contracts with 
Indian firms, white' others "xefuse to do so. For example, under a 1970 
decision of the Chief, Office of Procurement and Material Management, 
Health Services and Mental Health Administration, contracts for con- 
struction could not be negqtiatffed under , the autKority of the ^uy ; 
Indian Act.^"^^ Subsequently, nowfever, the Chief of Procurement and 
Material Management advised area office directors that the restrictions 
on negotiating construction contracts under the Buy Ii^dian Act "could 



138 20 BIA Manual S,.5B. - 

139. Ibid., 5^11A (1). ^ . • 

140 "Contracting Under the Buy Indian Act," memorandum of Feb. 11, 197Z, 
fto; Director, Office of Procurement and Material Management, Health 
Se^ices and Mental Health Administration, to the contractxng offxcer , 

of the Oklahoma City IHS office. 

141 "Eligibility of the Jack Boyd Construction Company Under the Buy . 
indian Acf '?;-^emorandum from Acting "Chief, Procurement Branch, • 
Sffice of Procurement, and Material Management, Health Services and 
Sfntal SLuh Administt^tion,. to Robert Jacoby of HEW (June 26, 1970). 

90 * - 
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be removed immediately. "^^^ Area contracting of ficlals^have inter- 
preted .this statement as givipg them discretion in .determining whether 
construction' contracts are to" be negotiated under the program. Tlius 
the Aberdeen Office negotiates construction contracts , under the Buy 
Indian Act, while the Albuquerque Office refuses to do so'. - 
\ The inclusion of more categories of goods and. services within 
the classification "product of Indian industry" would result in; an 

increase in the goods and services that could be Rurchased_througb^^ 

. the Buy Indian progranu^^AjiaturaUe-ffeet-oT't^^ the 
par ticipation-o-r moire Indian firms and/tribes in the program. lAlso, 
development of consistent policies specifying which goods and Jervices 
can be purchased under' the Buy Indian authority would elxminat] some 
of the confusion. ^ ^ 

Economic Benefit to ^the I ndian Contractor . While BIA requires 
that contracts provide economic benefits ' to ^prospective contractors"/^^ 
IHS does not. However, IHS'does permit contracting officers to award 
contracts that will create employment opportunities for Indians. ^.^^ 

Neither BIA nor IHS has developed procedures to assure that ' 
decisions regarding economic benefits and employment opportunities are 
made uniformly. Consequently,, contracting officials base their 
decisions on /.heiryown judgments ..or rely on other officials, includ- 
ing reservation superintendents aria program officials who generated ^ 
the .contracts. , ' » 



l^l' ak'^^^'V^'" 1'°"''^ NegoUation of Construction under Buytlndian 
Act, Aberdeen ^ Area Indian Health Service (Oct. 9, 1970)'. - 

143. 20' BIA\Manual '5.9A.. " ' ' - , / 

144. /^'Buy Indian Act,"- A Statement of Interim Policy issued by thj 
Deputy Director o/ IHS, Feb. 1, 1972.- „ 1 
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Determining Acceptable .Bids .- '.After a contraq.t has been sec ^ 
aside for award through the Buy Indian program, it is awarded only 
'if an. acceptable bid is subiflitted. ''■^^ Again, neither BIA nor IHS 
has issued guidelines defining what constitutes an 'acceptable bid. 
Some contracting officers interviewed by Commission staff accept 
'reaso-nable prite^ while others accept only competitive prices. The 
Vlatter is generally understood to mean the price for which an item 
"^ould be purchased i^^alirQCurement need werfe formaTly advef ti sed . 



The competitive price -may. be based on the prxce history of the 
item,-"-^^ current prices quote'd by firms silliiSg the "item, and the 
" contracting officer's allowance lor inflation, 'but a reasonable price 
may be higher than the competitive price. 

The justification for accepting a reasonable bid is that fhe Buy 
Indian program does not authorize the payment of .a business develop- 
ment expense to the contractor. Thus',' if a higher price than, the ^ 

< I • ' 

competitive rate is accepted, it includes, in' effect, a business 
development expense. 

The contracting officer in one of the f ive^ BIA and IHS offices 
questioned about pricing policies stated that ,^e requires 
competitive bids. All others accept reasonable bids, but they differ 
oil their pricing policies. For example, while the contracting 
officer in BlA's Aberdeen Office accepts bids 15 percent above the 
competitive price, the Navajo IHS officer does not accept bids that 
exceed the. competitive price byjnoreJhan_5lEercfint^ — The-NavajTT— "~ 
____3IA_of-f4.<:er-doe^tt"SaseTiis determination's on percentage but tries 
to negotiate a prtc-e as close to the competitive price as possible. 



145. If' no Indian firm or tribe submits an acceptable bid, the 
contract is usually awarded througli the competitive process. ^ 

146. The price history -is usuallf a record of what the agency has > 
paid for identical products over .a,,period of time. It would include 

"the last 'price fur which the item V»a purchased. 



92 
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TECHNICAL ASSISTANCE FOR INDIAN FIRMS . AND^IBES- / • * 

BIA and IHS provide little t'echliical assistance to Indian 

..firms and tribes, but the firms are eligible for assistance from 
SBA avid OMBE-funded organizations on the same basis^ as other minority 
firmsi. BIA assistance is slight because its. manual e^xprepsly 
prohibits the provision of technical aid to firms and tribes that 
are' preparing- proposals or negotiating contracts under^riie Buy, 
Indian Act. The manual states that to' do so "would place the /jBureau 
in the position of^ negotiating the contract ,wrth itself." -^^^ Even 
after a contract is awarded, neither BIA ^ nor IHS is 'staffed to 
provid^^he wide ;-ange of accounting,, managem^itt , and marketing 
assistance essential fot strengthening and developing Indian firms. 
• OMBE has funded eight nonprofit Indian business development 
organizations with a total allocation of $1,128,000. OMBE officials . 

''admit, however, that the niajor emphasis of these programs is on 
assisting with loan applic^t"iT)ris. " " 



' " ,j. ' THE MINORITY' SUBCOOTRAGTING PROGRAM , ,^ 

The minority subqpntracting program is based on a requirement that 
certain Federal, contracts include clauses directing- Federal prime^-- _ 
contractors to Vbtempt to atilize" minority subcontractors. Its^ purpose 
is -to implement the announced Tederal policy of maximizing opportunities 
for the, participation of minotity firms, in government procurement. 

'When a contract is valued at $5.,00O but lejss than $500,000, the' * 
prime contractor must iise^.his "b'.e$t efforts" to provide subcontracting 
opportunities ..for minority firms. "^^^ When the contract is fo.r $500,000 
or mJre and offers "substantial subcontracting opportunities," the prime 
contractor must develop an 'affirmative action Plan^to ensure fair con- 
sideration of minbrity f irms- ^s subcontractor's. " . . 

In the affirmative action plans, requiijed in contracts of $500,000 
or^more, prime contractors'' must : (l)"designite a person to administer 
the minority business Sevelopment program; m consider the potential of 
known- minority^-firms to produce pee'ded goods and secvg^ces; (3) invite 
bids' fijjjtt minori-ty firms; (4) maintain record^ o^^ procedures employed to 
involve minority firms.fand (5) describe effor.ts ^ identl^fy minority 
"firms' and award subcontracts to th^.. Major contractors are .also 
required to cooperate with government contracting-of ficers by s.'ubmitting 
reports and participating in surveys knd studies as requested. 

Each Federal agency Is required to monitor its contracts- -to- en'sufeT^ 
compliance. with the mino'rity subcontracting/clauses, and :OMBE is'. resp6n- 
sible for overall program coordination,^ including the devfiloj^nt of 
comprehensive, lists of minority firms,.. While contracting officers irf^ 



148. 41 g!f,R. lrl.1310-% 32 C'.F.R. 1-332.1. 

149. 41 C.F.R..l-1.1810-2(a.)r32 C.F.^. l-332.3(a). 

150. 4rC.F.R. 1-i. 1310-1 (b); 32 O.F.R. l-332(b). 
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the various agencies are responsible for monitoring the minority 



fi^ubcontracting clause, the, agencies have *fiever beeti^alli^cated »the 
additional— stafr necessary* to carry buJt this/assighment.. 

' JP.ROGRAM' GOALS AND. OBJECTIVES ' . \ "* ; 

" ' V ' ^' • « , / 

Though the Interagency Committee has not developed compreherisive At 

procedureW^for minority subcoixtractihg , it views ^he program as a means 

fojr_iAcreasing the participation^ of minority fxrms in large martufactur- * 

ing, .research and^deyelppment, and construcfeion co*ntractS'. ^ 7 

Ideally, niajor qontractofs would__work with minority .manufacturer^ / 

^nd suppliers to'^develop their expertise .and track reco.rd^, -Additionally, 

SM and OWDBE programs could provide the opportunity for practical,, rele- 

vant, and' timely a^ssistance to minority firms. ' But •instead, the program 

has consisted of little^more than the Federal agencies relying solely on 

the, major prime contra^to'rs to merely provide information on subcontract- 

ing opportunities to minority films,... \ 

THE AVAILABILITY OF DATA * ^ . ^' ' 



^ 



/ 



Nine of the 10 Federal agencies surveyed by t]^e ComfhTs^on repotted 
that they ^id hot e^stablished systems* to collect relevant and r,eliabl.e- 
injormation^ on minority subcontracting. .For example,, ah. HEW cjprbfrabt- 

^ing pffixjer reported that; efforts to collect, information produced con- 
fusion because the IffiW sy-stem led some conttacting officers to, include 



151. Of the IQ agencies surveyed, 9 are sttbject to eitjier the armed 
services procurement regulations or. the Federal procuij^^ent regulations. 
The Po^'t^i Servi"ce 'has its own prpcuremfeat rjagulati^ns , which .,do^ not . ^ 

^ .include the minority subcontracting claifse# Since.^^^ Commission's 
survey jln mid-1973, the Environmental Protection .Agency has ^tarted 
(|pllecting data on minority subcontracting. It .should be nptied that NASA 
itnd the Atomic Energy Conjnission, (the Atomic Enef^v Commission has become 
o'^'p'arc of the Energy Resedroiisf nd Development Administration J, two agencies' 

■* not i^acluded'in the Commission's survey, als.o hafve proce*duce*s for collecting 
data on minority siAcontracting. Finally,^ the Interagepc^ Committfee*s 
Tas{c Force on Procurement is attemptiftg to develop ^a. standard* form tp*be 
ug^d by all Federal agencies in collection of minority, sub conttacting data.** 
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Irrelevant- infofmafe-ion such as contracts awarded to cdmpanies with 
.minotity representatives arid' project ^xrectors;* , , 
\ Only thje^Department of Defense provided data Qn subcontracts 

, aiJarded to minority firms by .major contractors. DOD prime contractors 
^.Wex/'e required to begin submitting quarterly^ rer>6rts on minority subcph- ^ 
• tractirig in January 197^3, ,^ so the data provided cover only the third and 
fourth. quarters o£ FY 1973. "^Table 15 sho^i^s the rela^tlonship between 
ref^orted minority subcontracting and 1?pth small business and total 
.^subcontracting. * / * * t ' 

/The identifiable <mi^nority share of DOD subcontracting wds $19 millxon 



or 



0.3 percent of $5.7 6illion,^9t ^h6 ^cond half of FY 1973. Minority 

J, ^ * ' * " • 

firms -received less' than 1 percent o| DOD* ^subcontracting with small 

.businesses. 



IMPACT OF THE PROGRAM 

Statist i^s ^^^^ available & indicate *the impact of the program; 

bat, from all indications has fiiled to sUbstantiaUy^increase either 

the nujiiers or do^llar amounts of subcontracts awarded to miriority firms. 

* The program has not been, well publicized ih: the minority^ business 
.community. ^ Lesi^ than half of the" 104 minoritj^ entrepreneurs interviewed, 

in fact,* even knew of -the program's existende., and only 2 of them con- 

side red it helpful in develppiu^-^ibority^ businesses. Several business 
"clevelopment officials were unawa^re DjE the requir|mehts of the minority , 

subcontracting clauses, ^n^ contracting officials interviewed by the 



Cbmmission invariably complained of 
toforcement authority to implement 
^ The ineffectiveness of the pro 
limitations in the regulat*ions that 
from contractor'^ on contracts of ^5 
recordkeeping, and. toclude enforcdn 



their lack of staff resources ,and 
the p^o'gtah^ffectively^ 
^ram m^y also be traced' to severa^l 
require affirmative action plans ^ 
30,0bo or more, requ:^ djnly minima^l 
,^nt p^Mcedures. Other program 'Weak- / 



nes^s^ are-a-fetributiable to tffe fail ire of the agencies fully to imple- ^ 
moiit the , programs. Only 2 o'f th& 13 agencies surveyed V the'Comm^ssionJ 



, ' ' / : ■ .152 

,-4)00 and HEW— have .established review procedures, and only 1— HUD— 

'ills developed a' comprehensive 'and relia.ble list o.f minority firms capable 
of performing as subcontractors. . . , , ' 

Limitipg' affirmative action requirements to contracts of $^00,000 
or more e^cempts most Fe'deral contracts. For example,' five Fedej?al 
agencies estimated a total of 667 contracts .of $500,000 or moife for FY 

1972'but reported over 20,000,cSntracts ranging from *$5,000 to $500,000. 

" ' ~ ^ -l ' 

,Thus, for every contract requiring affirmative subcontracting efforts, at 

leiast 30 were exempt. , . * ^ . . 

The regulations require^v^ry limited recordkeeping by th'e pfime 
contractors, bufc^^only 2 of the 10 agencies surveyed (DOD and HEW) have 
developed procedures for maintaining records. The Environmental Prote^-^^ 
tion Agency reported that it is in the process of formulating such pro- 

* . . ' ' ' \ 

cedures.t — - • * ^ ' ^ 

The re3ulations ha\^e no provisions for con^elling (contractors to 
comply with the minority, subcontracting requirements. The absenc^ of • 
.enforcement procedures impairs the effectiveness of the progtam. Though 
• two of the contracting officers were of the opinion th^t they had authority 
to defauj^t 'the contractor lor nonc^dmpliance, neither had done so evefn 
tho.ugh they admitted, during^ the course of their interviews with Cc^^ 
staff that several major contractors were not in compliance withy the 
minority subcontracting requirements. • / ' • 

Procedures ii?r agency review ,of contractors' compliance wi^h the 
requirement are poetically nonexistent'. Again,, of the 10 agencies ^ 
surveyed] only DOD knd HFJ have established such procedures. /dOD and HElJ's 



152. ^ The 'TftUD compilation is list-ing 'o£ all .nj^nority cons£ruction firms? 
in each of 10 regions. The listin'g give? the name, race (^ut not sex), 
and experience af the pripcipals^l pf construction firms and' the location^ 

"^nd license information of thb firms. . / 

153. The reporting agencies 'were* the Environtnental Prot&stion Agency and 
the^'jjiip-artments^^of Agriculture;" transportatioa/ Health, Education, and 
Welfare; and Hocusing and 'Urban^ Dejvelopment. 
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small, business specialists\>onitor contractors' compliance with the 
subcontrac-feing clause by monitoring quarterly reports submitted ly the' 
coat.ract?i:s^ Cbntrac^ting officials in the other agencies, did noE -know, 
wijo'-was responsible for monitoring complianc^ but a'ssumed thlt it 
-' was either the Office of Federaf Contract Compliance in the Department 
of Labor or their own civil rigljts .offices. ' Since monitoring responsi- 
. biiities for minority subcontracting have hot been assigned to the 
Office-.of Federal Contract Copipliance by statute, >regula tioo.s , .or ^ • 
^Executive 6rder, neith^ OFCC ^nor the agencies '^contract ^oir.pliance^' 
officials are enforcing compliance' with the requirements. ^ 

The key , to the success of the program is the frequency with which 
contractors determine that their government contracts offer substantial 
opportunities for subcontracting, as the legulations direct that- the " 
contractor, not the agency, deteriiines whether there are or. will ''le 
subbohtracting oppbrtuniti^es. Yet, agencies have nSt established 
criteria to guide the contracto.rs in fulfilling their obligations under 
the njinority subcontracting program. " , , ^ * ' 

Finally, a^l existing list;s of minority firms, are 'limited geographi-" , ■} 
cally or by industrial classifications. Prime contractors". Federal small 
business sp4cialists, and contracting' officers blame OMBE for not carry- 
ing-out ifts responsibility to develop. an .adequate and accurate dl-rectoiiy - - 
of potential minority ^contractors'. ' ' • 

. Several -tederai ^gendies and major 'prime contractor^ have developed" 
and published their own source list: The Department of Housing, and Urban 
Development's directory of all minority construction-related firms, which 
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154. The Eostal Service^does not have a minority subcontracting program. 

155. In response to this criticism,- OMBE 'Director Alex Armendaris 
tZT.trri^'l compiled, a riumber o'f >^iness directories and funded 
tjie distribution of.a number of comprehensive directories mentioned in • - 
your report. For example, DMBE funded a I^ational. Directory of Minority . / 
Manufacturers arid a Directory of Minority Professional and Consulting / 
Firms that was distributed to every contracting office throughout the / 

'R-'..''''n" Director, U.S. Com^i.sion on 

Cxvil Rights, Dec* 16, 1974. ^ / • 



, lists over 5,000 such firms, 
Commission enpountered* The 
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is^'the most Comprehensive listing that the^ 
directory published by McDonnell Douglas 



Corporation, for example, is'ione of the most Comprehensive,, alfihough it 
does not identify the race or sex of the owners; and the Minority 
Business .Opportunity v^ommitt ie ot the Losl'Angeles Federal^ Executive 
Board, in conjunction with tie Jet Propulsion Laboratory, implemented a 
program to /identify, minority . firms,, verify their capabilitfes, and dis; 
tribute r/gularly up-dated iriformat'ion on them to corporate -and govern- 
ment procurement officials. """^^ |o>I3E has developed and distributed' 
directories of minority ^^anufacturers , cpnsultants, ^nd media firms; 

Another tool agency contracting splcia/ists^ couXd use to encourage 
prime contractors to subcontract more tt minority firms is contract 
negotiations, but they have not done , so* Federal agencies have not iriade 
full use of the proposal evaluation process for competitively n^ggtiated, 



ity subcontracting program/' A's 
procejiures^dEor awarding Federal 



cpst-plus contracts ^to further the minor 
stated previously, there are three basic 
contracts r^^forma'f? advertising with competitive bidding, -negotiation with 
competing firms, and negotiation with only one firm. In negotiated 
contracts, agencies m^y permit payment cost plus a fixed fee, an ^ 
incentive fe/, or a fixed price. Generally,, agencies use cost-plus 
when they "wish to motivate the contractor: to apply 'his efforts towards 
specific elements of contract performance. \ 



156. See McDonnell Douglas Corpor'&tion , Minority Business Enterprise 
Directory (July 1, 1973). The dir^'ctory lists minority fi^ms (not^by 
race or /sex) "by the goods or services they provide., ,Th6 firms a,re also 

.cross-classified by States and cit£Les. . , • 

157. This effort has produced a large document, the Minority Business 
Capabilities Survey , which cross-references fitps and products and 
announces the availability of microfilmed data c»n the firms. ' ' j 

158. Report on Government Procurement , vol. 1, 'p. 21.' , . 1 
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\. Prqduriii^ agencies could also motivate a cpntrattor to seek out \/ 
„5iinority subcc^ntractors. But these igencies have neitfier required their 
CQntr^ct'ing officers to conside?: the Icontr.actor ' s history of minority/ 
suBcoAtracting in "evaluating contract| bid? or proposals air 'c'onsider^ a 
"good/mii^oritv subcontracting plan-as k factor in the determination o'f. 
the" contractor's fee or profit. ] ' ..• I 

1^ In' th^ final analysis, however,, tlie primary "deficiency of the' 
^minority subcontracting program^s.^hat .it has not been fully imp^mented 
^by the agency contrdeting of f icers "and Imajpr government contractors. All 
■ often, the affirmative subcontradtilig' Efforts ''of major corpb.ratioris* 
consist of litfie more th'an publishing- sta^fcements that they o/fer sub- 
contracting opportunities to minority fflrms. . 1 * 



> 



INTRODUCTION^ 



/. 



State apd local gbyernments purchased ^62. 5' billion if goods and 
services from the private sector', in. ,1 972 /J?^ .$5 billion" mip , than was 
spent by the Federal Government. These sfcate and local purLases ' 
amounted to 5.5 percent of the gross national producJ- in I97I. 
4,. ) Minori^tid' female-owned firms, h/wever, received .less than.severi- \ . 
tenths of 1 percent of all cbntr,acting (io liars spent by those State and \'' 
local governments that provided data to the Commission duri-hg a survey '> 
taken in 1973.^^° * • ' ' ' 

The same problems encountered by mfnorities and women seeking ' 
/ Federal contracts occur at the State and local levels. Unlike Federal ' 
procuiUment, however, State and local purchases for supplies are'ln' 
relatively small quantities and may be from wholesalers . or retailers.'' 
State and loca-l governments spefid 'far more, proirortionately , than,, 
' the. Federal Government for construction; in 1973, 38.9 percent of their . . 
' contracting dollars ai compared to 8.7 percent by the Federal Government. 

The reverse sltua&<pn obtains, in materials *and supplier. The Federal ' - ' 
. Government spent 53.3 percent 'of its contracting dollars lEor materials 

i ' - - > \ • ~ , "* 

■159. U.S., Department of Commerce, Survey of Current Bus iness, vol 53 ■ 
_ no. 5^(May^973)^pp; a-1, 53. voi. dj, 

160. The U.S. Commi^ssion on Civil Rights Ques tiom^^iFTTo S^tate and Local 
Gpvernments Regarding ^eir General and Minority Procurement Programs, (0MB ' 
No.^^ 115-573001),. The Original questionnaire to 50 States, 51 i 

cities, and- 36 counties. The cities selected were those whose Standard 1 
Metropolitan Statistical Area included at least .500 minority -owned f !rms ' ' 
m 1969, excluding establishments in retail trade, finance, insurance, and ^ 
real estate. In addition, other cities were selected on tjie basis pf having 
a minority population- of 50,000 or more. The county governments we?e tho^e 
inTL'^'t'^^ .T-^ are-lqcated. A folio^p qtieseionnaire w^s sent 

U^":^ ! Missouri, Minnesota, Ohio, Texas, and, Washitigton. Of the " • 

137 jurisdictiojis surveyed, 76 responded. No data were,' available to deter- 
. mine those cities or areas with- a concentration of female^owned busines's. , 
For a more comprehensive analysis of the survey, see appendix A. , 

161. U.S., Department of Commerce, Survey df Current Rti sinpss wni 54- 
no. 7 (July 197i4)„ p. 32. ■ ' ^""^ 

' . . ' \ 86 - ■ ^ ' ' ^' 

' ' ■ ' 103 \ ' , 1'^ 
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•and supplies^ comparedSith '2/. 0 percent spent by State arid locai govern- ^ 
" ments. As for -services, tiie respective percentages ar,e much clbser, ^ 

38>.0 percent by the Fedet^al Government and 34.1 percent by State^'and 

162 / : ' ' ^ . , 

local, governments . ;< V , . ' * 

Thus,. since a large proportion ofif minority firms are retail and' 
small cqns^uction companies, and since female -owned, firms are concen-- ^ 
t-rated in/retaid industries, both the volume and nature of State and local' 
'"contracting is sufficient to provid/ extensive contracting opportunities 
to fir.ms owned by^ minorities ^and women i 

/Furthermore,' a ^large\portiion of^Stat^ ai;id local "contracting dollars 
is/ provided by Federal grants. Since grant-in-aid , money is oft^n com- 
. mingled .with Stat^ and local revenue,, ijt is difficult to determine when 
/Federal money is beiag used for State and local contracts. The Federal 
V Government has attempted through th^se grants to stimulate the establish- 
ment of minority 'contracting programs by S.tate and local^ governments by 
requiring them to develop such .programs as conditions ,of the grants,. 
'However, the Federal Government has made no.^such effort to establish, 
contract i^ig pi^^g^ams to a^feist firm's owned by wo'ijien. ' \ . 1 
Federal^ efforts, ^howeve.r',N' have riot" r^sulted^dn a significant^" 
. increase in the*^ number^ of State and l^cal contracting programs *and awards 
for minorities' or women. Of the vjurisdictions surveyed, 6nly 10- have 
attempted to comply witR Federal Requirements by initiating programs to 
Increase their contracting with fi'rms owned by minorities , ...but without 

specific Federal encouragement theae jurisdictions have notUought to 
/ \ • . ' / ' i 163 * N, 

* increase the^/ir contracting ^wich firms owned 'by ^whit,e. women, j Also^ 



-/ 



162. Ibid/ ; , \^ ^ ^ . i . » ' 

16?'. The 'iO jurisdictions with special contracting programs for minorities 
/are-*: California; Illinois^ Massachusetts Denver , Cbio..; Los* Angeles,/ 
; Calif Long Beach, Calif-; Philadelphia^ Pa-,; St. Paul,i Hp^nn.; S^n Diego, 

Calif.; and Los Angeles County, Calif. \ j ' ^ 
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of the. governments surveyed, only 11 are able . to .identify contracts awarded 
to minority^firms .and only 3 are ^ble to identify any contract awards 
*to farms owned ]yy women . - * - . ^ " 

.A review of the^ design>, scope, and limitationTpf existing programs; 
.^lipwever, can lend guidance to State and locSl governments ^h^t are just • 
beginning to formulate business development programs for 'minorities and *' 
iwdmen. - ' • • • * ' 



V 



164. The li jurisdictions that collected some data-^on contracts awarded 
to firms owned'by minorities or women are: California; Illinois) 
Minnesota;!' Missouri; Ohio;^ WashlngCon; Denver, Colo.; Los* Angeles, Calif.;' 
Long Beach/ Calif. ;Phiiye.lphia, Pa.; and Los Angeles County, Calif 

I ■ ■ -•■ 



STATE' AND' LOCAL GONTKACTINGiWITH. FEUERAL" GRAtiT FUNl5S 



Although Federy^l grants have a- long history, the majot growth in 

th/number of gran/ pr^'grams and amounts of money provided has^ occurred ^ ^ 

■only since FYx 19^0. Federal aid to State ^d' local go^^prnment-s increased 
' * * * \ ^ * * * 165 ' • 

from $2 biUiprtXn FY 1950 to $45 billion in FY 1974. ' 

• • F.eder^fgrants-TLji-aid may be in the form'of gener'dl. reveriu,e sharing, 

■<Stcrh-'I{^ few res-trictions on 'its^u^e. A more commbn farm', hd'^ever, is 
" the categorical grant, used for s'pec<Bfic purposes, including education, 
. ^high"i^y-cons true t ion, ' law enforcement , and^'e.nv'^ronmental ,imRrovemehts . - 
' Because Federal' grant funds are comming^led with State and local- appro- 
priations, Federa^ regulations governing the usfe'of the funds affect . 
nearly, all State an'd local, contracting. _ 

• Federal authority' to prohibit .discrimination- ^gainst minoritifts by 
State and local, grantees in ihe.operation'of their Iprograms is based on 

■ Title VI of; the Civil Rights Act o^ 1964, which .prohibits discrimination 
in .any activi^ty or program teceiving Federal financial assistance. 

Each Federal agency must enforce Title VI require.^ients and may impose 
. penalties' for n.oncompliaace, such as termination or jrefusal of assist- • 
ance. Title VI, "however, -does* not require grantees jto establish programs 

■ to utilize minority businesses. Nor does Title VI prohibit discrimination 

on the basis of sex. 
* STATE AND LOCAL AFFIRMATIVE ACTION -REQUI^MENTS 

Executive Order 11246, as^amended by^ Executive ^ 
. Circular A^102 are two measures that have been used iy Federal agencies 
■ to .reqyire- State and local governntent? to.undertake ;af.fiirmative action 
programs to provide cbntjac'ting opportunities, to minorities.^. 



Order, 11375, Snd 0MB 



-1-65 U,5."i Executive Office of the President, Office of Managernent and / 
;'%J%L<.^ An.lvse^. Bud^,et of 't he Unit ed States Government (FY 
1974) i -p. 212. : • ■ ' . 

166 ^Civil Rights'Aet of 1964, Public Law No. 88l352 as amended 42 _ 
use 2O06d: Employment discrimination and contracts-of guaranty are 
sriecikcaHy excluded -from Title-VI coverage. 

. • ^ 1.06. : - 




Exe^^ve OrdeE/ll246- 



^ Executive Orde'r ir246, a? amended, prohibits discriminator/ hiring*.' 
..practices in federally-assisted projects. Contractoirs bidding on • 
_ fed^rally-assistefi construction ,prQ3ect.s^ arl required" to submit aff irV ' 
J ative action plans detailing efforts they w'ill uitffertat:e to increase ' ' 
. minority and" female employment. The purpose of the affirmative action 
plans is- to establish minority, and female^' hiring gol^s for contractors. 
Instea.^. of^each contr|ctor's developing' an individual affirmative . 
. action plan? contraoter-s mi'y adopt affilrmatJve actio?, p'lans thdt^have . ■ 
J^^en approved by the Secrerary of Labor for 'the area in which the work" 
■ . is to be perfo^me^d. These area plans are r^ferred'to as either ifometowA 

^ or mandatory plans. Hometown plans^are voluntarily adopted by local 
. coatractor associations. -These voluntary plans are developed jointly ' 
. by local government officials, anion officials, and contract'ors:' associ- 

,ations arid are approved by the. Secretary pf labor.' >Iandatory plans are 
^ imposed by the Secretary of Labor,when a jurisdiction with a large con-. 
, centration of minorities and/or women dofts. not submit an acceptable 'plan ' 
for hiring minorities and women. ''■^^ ' * ^ • . 

As of July 1974, there were. 62, home towri plans and 7 mandatory plans. 
Since. prime cpritractors may count 'the employees of their subcontractors' ' 
.• toward the minority*and female .-hiring goals in their area's, th4 ' 
^ Secretary of Labar has encWaged \n61uding. provisions in-tha-Tlans that 
jgiglatejd nority subcontrac ting .^^^ Two of the ,nandat6Vy plan* and .27 ' 

. 167. Executive Order 11246 fSeot '' iq/;<;\ 'j. ^ ,* 

71-1375 (Oct 13/ 19670, 3\c:f.r!, 173 ' ^ amend'ed -by Executive Or^ei:' 

168. jAlthqugh Executive Order 11246, does ' not specif icallv d^rp.^ ^^ 
Secrela'rv . ' '° ^"^^^ ^oals . the Court has uphe d he- ' 

854 (197,1), aff^ 311 F. Supp 1002 (E.d? 197'0) ? * """^ 

169. Dr. George Travers, Associate Director for Program Policy and ' * 

. 'D^Triig^'S^i^^a^''"^' intfr:L:° yShSgt^; : 
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of dhe hometown plans contain minority* subcontracting, clauses*, 

ipne inc] 
171/ 

women . 



but 



The 



ludes requirements for provj^ding 'contracting opportunities for 
^Enforcement of tninopity affirmative action su6C:ontracting2^ t 



i^enl. *State,ana local contracting 



programs is virtually nonexi 

/ s * 

officers uniformly con<:eded to Coii^ission staff that nothing- is being 
.^orte to monitor or enforce -their affirmativ^e subconti>acting requirements 
, owing fo a , lack of staff resources. Aft4 Federal agejicj-es conducting 
compliance reviews pi prime Contractors on federally-assisted projects 
generally do not .rpronitor the subcontracting practices of prime contractors 
because, as an O^C officYal stated, there is no^authority for inves-^ ' 
tigating subcontracting procedure under the regula^tions and movdng to 



enforcement for failyre to subcontract to^ minority firms. 
The. Office of .Management and Budget Ci^rcular ^-102 



,,172 



The Office of Management and Budget authjbrizes F<Sderal agencies^ to 

ion to ensure gr,oader * 
ao mention of the need to , 



require gjrantees to undertake** affirmative act 
utili^ati'dn Of minorfty businesses but makes 
ensure the utilization of female-owned businesses/ OMB^Circular^-A-102 



170/- Hometown plans wer^ provided to the Commission by the Office of 



Federal Contract Compliance, Department of La 
see 41 C.F;R. sec. 60-5 (e) 16 and sec. 60-6.2 
ot jthe Secretary of Labor to encourage minori 
ments Is inherent in his authority to carry ojt the provisions of 



Executiv/2: Order tl246. See Contractor Assn. 
Shultz,-442 F.^2d l59'*'(3rd Cir.), (E.D. 1 



ii">r* For mandatory plans 
16. The authority 

ty subcontracting require- 



Df Eastern Pennsylvania 
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171. The' Nortlicrh Illinois Construction Iitdustry Affirmative Action 
'Pr(;^ram, . as iraended Ma/ X2, 1971, 'provid»€ an^ example of a typical home- ^ 
town plan'minority subcontracting provision: "The objectives of whicli ^ 
— ^^^^iJiis A^reeraent is i^nterejd into by the parties is to jointly institute, 

4istablish, and maintain an, affirmative action program whiclv wili recruit, 
/ eipploy, provide employmejit opportunities, traili employees ... in the 

following manner by developing programs:*.. 7. To encourtige %xA assist 
' rbin'ority group contractors or subcontitai-tors* tn bidding on c^nstruation 
projects.'* " " 4 * / • ' 

•172. Dr. George Travers, Offi<:e of FederaJL Contract Compliance, DOL, i 
interview, Washington, D.c:, Aug* 16, 1973. Dr. Txaver^ clarified his 
comments in a letter to .John A Buggs, Staff 'director, U.S. Commission 
on Civil Rights, Dec. 5, 1974. , 1 * ^ ' 

^ ' • * • ! ^ no ^ 



. established uniform requiEements'fdr Federal agencies in the;>adminis- ' 
rratior^ of grants, to State and .local governments. '^^^ The directive 
states; in p^t: ' , / .. ' - t ' ' .• ? 

. ^ . * "! ' . . - . " ■ - ■ ■ 

" The grantee shall estabrish .procurement pcocedyres^ which 
» p.rovide fpr, as a 'minimuij-, the following procedural re- 

gOirements: * Positive efforts sIkiLI .^e made by the gcantees ' 
t'o. yciUze small business and rainorifcy-pwned businesses as ' 
sources of supplies and services. Such ^efforts should allow 
• 'these sources the.maxin^m feasible opportunity to compete for 
^ V» contracts, to be -perf orirfed utilizing" .Federal grant funds. 174 

With the exception of the' Environmental Protection" Agencyfvhich requires 
its arantijQs to submit reports on steps being taken^lto increase minority 
'• contracting opportunities, -Federal agencies have not\aken steps to 
J determine whether State and local graatees provide contracting oppor- 
^ tunities to^minor£ties,' In fact, implementation of tjie circular's 

minority 'contracting clause has been limited simply to paraphrasing its = 
language 'in agency grant agreemefitSi Sjate and local grant(^es'- are not 
-even reqi/irad to keep records, or data pertaining to their efforts to. 
utilize nv^nbrity businesses, . * * » 

•Federal agencj^ ef foTts -to enforce the A-102 clause are slight 
because, contcac^ing offZ ials believe chat OmE is-. responsible for J " 
pro^ting the. development of minority biisinesses .^^^ . Department of 
Transportation Officials expressed the*" view, commonly held by, other 
agency -officials; ^hat OMBE is the watchdog that develops and coor- 
%inates\ininority business 'programs. Otv the other hand, an OMBE,' 

rll{ >n^fr °fa??s-^T"' """^ ^"''Set Circular A-102,- attachment o/"sec. 
0(3) (October 1&71). The circular d&efe not specffically refer to "firins . 
owned by women. . . j 

174. Ibid. ' 

V175. Interviews were fconduc<ed, with officials ,frofh the Department of 
Transportat.pr. J , Commerce; Agriqtelture; iLabor; Health, Education, and t 

^^elfJire; and Housing and Urban D6(relopment;.the Office of Federal 
Contract Compliance; ^nd the Envi;:onmejital Protection AgendyV^These 
agencies ^administer most of the Federal grant-in-aid programs'. Inter- - 
Vlex« were^lso, held with officials of the Office of Minority Business ' 
pnterpjise and the.Office of >Ianagement- and Budget. ' ' 



official stO'ted.^tliiLhls agency had^not attempted to coordinate and | 
oversee the impfenTSitaaon of the^oilB' Wnority contracting ^|^visio^^^ 
by .Federal agencies • <"He feels that OMBE*-s funding^ of State: QMS' 1 
programs fulfills its responsibility to promote State ^ and lot^l I 
. contracting with mmorxtxes ^ * I 

Despite assertions by moat agency dfficials that r«sponsibxlT.ty 
for monitoring compliance with A-102/minority subcontracting provirsions 
belongs to OMBE or elsewhere,'^ the Environmental Protection ^ency 
established a noteworthyprog^am for monitoring compliance 
data. To assure compliance wi\h the A-1Q2 subcontractir^^Tequirsm^nts ; 
EPA's >regipnal compliance offic.ei^s inspect^and review ^grantees ' ef>^orts 
to utilize 'minority firms.. These * reviews ^.are based on information from 
the grantee indicating the number and dollar value of contracts with 
minorities, nature of the work^cost of the contracts , ahd name of the 

project • ' < . ' . ' ' '.-^v 

As a result of these .efforts , r^^^orted^c^ntiraatrs awarded tb^ 
minorities by EPA girantees ..increased' f^^m ^rfl mf tlion; in FY 1972 to 

$6 million' ;in FY, 1974r ^^'^ . \ . " \ / 

SPECIAL CONTRACTING PROGRAMS ^ESTABLISHED BY\STitTE AND VoCjCLl GOVERNMENTS 

■ : •- • ' s^"^* ' ' V ^ ' 

.Responses to ,the Cqmmis^sion' s .survey x^ciuesting da\ta from Sta^te^ , 
and ^local governments on Special contractic)^ programs indifcate j{i:a^ 

tVair 



fev)v§tate a[nd local grantees have^jestab^shed^ programs^^^^^^^ minority 
\or femali-owned firms. Only It^'of the 76 jurisdiction^^Tesponding to 
\he Commission's questionnaire, -or 13.1 p^ercei>t,,;fndicated that they had 



developed* special contracting programs. ' Seven of these jurisdictions and 

^ four gbvernments without special .programs indicated that they maintain ^ 
\ > ^ ^ ' ' ' ^ . . ^' 

recbrds^on minority and/or female contracting. (See table 16.) 

176 /'Jifdrge Wilson, Head of (Minority Business Enterprise Section, 
Contracts Polic^ Review Branch, Contracts Management Division, / 
EnvfrotoeritapL Protection Agency, interview,. S.ept. 3^, 1973. / (/ 

177." Ei^vironmental Protection Agency Minority Business Program Report 
(FY197,4i). ' ^ ... 

o 110 ' 



o 

/ 
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TABLE 16. STATE AND LOCAL JURISDICTIONS WITH SREjdiAL CONTrLvJTING 
PROGRAMS FOR MINORITY OR FEMALE-OTNED E;rRMS AND/OR DATA COLLECTION 
SYSTEMS TO DETERMINE THE NUMBER OF CONTfeA^cf AWARDS TO MINORITIES OR 

.WOMEN ' ' r 

Jurisdictions Special Contracting Special Record 
• ' ' and Efecordkeeping Contracting Keeping 
\ ' ^ 1 Only Only 

'C^ltfornia '.v.-. . 

Illinois...,...*. " 

^^Massachusetts..*.'. ^ . . i . . . 

Minnesota ; !^ . . . .'. .... . 

\, \ 

Missouri. . , , , 

)i)io. , . . \ . , ^ . . . ^. . 

iashing^to^ .v. ^ ^ j-, ^ 

Dfifhyer,. - • ' v ' - * 

Jlo- V. 

Lo^ Angeles, ' - , 

" CayU ^ 

Lcng Beach., A' * 

CalVL .1 VSr 

Phildflelphia, 
" *Pa. 

, St. Pabl,,' 

'Minn.\.\ v<r [ 

■' ' \ San DiegoL - . * . , \ 

Calif . y. ; ,\ . . . .\ : . . . , . ; . . ^ J 

Los Angeles ^ > 

County., , ^ ' , \^ 

Calif. . . . . . ^ , ' . ' 

I — : 

^'Source; Responses to the Commission's Questionnaire^ to State and Local 
Government^'^garding' their General and Minority^ Procurement Programs^ 
(0MB' :io';^J^73001)i The questionnaire also requested. information on 
progra»6^:^>rSr'wom6n. - 

/ 
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CONTRACT AWARDS. TO MINORITIES AND WOMEN ^ / 

% Only 3 of the U jurisdictions that provided contracting data^ to the 

Commission awarded more ^t^an 1 percent of the ^dollar amount i)f their ^ 

^ *^ \ ^ 1 178 
• contracts to minority or femalerowned firms in FY 1972.. The remaining 

iight ^warded well under 1 percent, and the. average of all jurisdictions 

was six-tenths of 1 percent '^or minoyities and four-one hundredths of 1 

Percent for women* Only three of the areas were. able to identify ^ , 

^ ' \ I .179 " 

contracts awarded to female-ow;ned firms.- ' - ^ 

The States that identifiedlminority and female contractors did not 
distinguish among racial or ethnic groups or cross-classify data by sex. 
Moreover, data maintained by the jurisdictions are incdi;is^tent. For 
example, in- some^ jurisdictions., datdjwere provided for .highway coir^truc- 
tion ,only, while data frdju. other jurisdictions were for all public works 
contracts! Never,theJLess,^-the data available are the only indicator of 
the extent to which State a^d loc^l^ governments awarded contracts jto 
minority and female-owned firms :iii^JT^1972. ^ 
* The results of the Cpmrais.sioji suirvey a;:e ^sunimarizedil^t follows; 

* Illinois reported total •contract \awards^'of $735 . mi] lion 

for FY 1973; A Xotal of $8.2lmilWon was warded to 

identifi^d minority firms, representing approximately 
' / \ ] 8 1 

ll.X percent of the State's, total contract awards. 



\ 



X 



178. The three jurisdictions are Illinois,, the^^ity of Lorig Beach^ arid- 
Los Angeles County, Calif. ' \^ I , 

179. ' The three jurisdictions are the States of Ohio and Washington, .an4;. 
,,the City of Long Beach, Calif. ^ \^ 

180. Data were only given for minorities as a group and females as a 
group, with no break-out for racfe or ethnicity. Thus,^^ is impossible - 
to- determine whether some of the awards to minorities were made to ^ 
minority women or how mariy^ minority women are included iti the total awards 
to women. In fact, there may be some double counting. \ 

181. Approximately $8 million of the awards to minority fiNrms were for 
construction^.^ according to the Illinois Department of Transp\)rtation. 

"5 1 • ' V 
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Ohio awarded almost $74*millioh. in contr^kcts in FY 1972. 
One contract valued'|a.t .$39.',600 was award[ed to-ia female- 
owned firm .and $45,801 in/26 contracts ;^ent to minority 
firms. /Thus, about one-tenth of 1 percept of State pur- 
chasing/money went to 27 minority and fanale-^wned firms. 
*■ In Minnesota, two prime contracts for services totaling 
$74,000 were awarded to minority firms ii FY 1972 out of 
a State highway budget of $129 million. - 
* The^State of Washington awarded approximately tv^o-tenths 
of .1 percent of its $175 million procurement budget to . . 
womei^i and minorities in FY 1972. Threfe^ J^onttacts totaling 
$463ib00 were -awarded to minpirity*^rmVand'^ne' subcontract 



of an unknown an^^unt to a female-owned firm>. 



* Missouri began recordkeeping oh conti^acts 
minorities and women in Ti 1973, and in l:he first 6 months 
seven contracts were" awarded to minority firms • The 

^dollar value; amounted to about $21,000 or 
of the State's procurement budget for the year. 

* Philadelphia, Pennsylvania, awarded $500,(^00 or 0.6 percent 
of.^a total of $85 million for public i;^drk& contracts to 

. minority .firms in- FY 1972. ' » 

* Denver's Department of Public Works awarded approximately 
$23.5 million in-cfp^jtracts in FY'1972", but none went to 

^minoricjles^ or womjea;/*' . . ' " x 



awarded to 



less than 1 ^pdixent 
182 ' 



t 



182. Figures, were not provided for the State's total./i)rocurement in 
FY 1973. However,, a procurement officer estimated that $21,000 was 
less than 1 percent of the budget. 
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' * ' California,- which has an apnual procurement budget of 
approximately $500 million, awarded only $10,000 In, , 
* contracts to identified minority firms in FY 1972, fand 
$60,000 ins FY ip3 , , ; j ^ 

* The'^^'City of fx)n& Beach awarded nearly $13.5 milLlo^n in 
procurement contracts in FY 1972, with $175,000 awarded' 
\ ^to minority-bwned 'firms and' $35,000Ho ^firms. oWfd -by 
\ women. The total minority and ffemale-owned firmWllar 



volume, was about 1.5 percent of the procurement bud§ 



budget, 



\ 



^ the~hi-ghes t-- percentage-jthe--Copo|£s^ipji_Jound 

The'.City of Los Angeles identified appro^jimatel^' \ 
$280^000 in construction cbnt^racts as awards to'' minori^ 
' ties iii FY 1972, representing about l.,l percen^'^of th^ 
construction budget and less than' one-hallf of l-percent 
' o^/the total procureifient budget. "'^ - ' , u 
'V Los Angelest Counter' awarded approxiinately $140 ^'million 
in contracts dn FY 1972. ^ Purchase orders to |cnown 
minority fii^ms totaled $1,422,892, giving them about ^ 
1 ^percfent of the total amount, j V" . \ ^ , 

" \A^few j^urisdictionfe -ha^^p had limited s^cdess in, increasing t^e 
number "of construction awards to minor;^ties; but / ortN^the whole, Stat.e 
.a-nd local goyernments have not significantly increased the awards of', 
contracts for sfervicls, materials, and supplies to either minority o'r 
female-owned, firms. ; s. 
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/' . "\ \ ^ ' ^ Chapter 2 . / ^ X 

/ ' *r • STATE AND LOCAL pRaORAMS \ 

c ^^tat:fi, and local contracting programs, range from those directed 
-exclusively toward minority and female-own^d businesses to those geared 
towardj^all staall businesses. They are usually less formal and npre 
iobsely; structWd than the Federal programs discussed in Part t of 
this report. Their generaj. objective is to. increase the pumbei: and 
dollar amount of contracts' awarded to already competitive miaprity and 
,female-owr^ed firms, in contras't to the Federal, programs, which ifocus , 
/on taking fledgling firms to a, point where' they can compete in !the 
^'^.^'^'^^^"AJ^^^^-"^^^^^^ scope 'of the State and Jloca-L programs avoids 
some of the •'\^aj or problems of the Federal programs', such asj thej^rend-' 
ency of new ftfrms ,to overextend and become indebted. I 

The effedtive^ness of State and localVpro^rams de'pends'bn the 
I willingness of contracting officials to'identify and utilizl minority 
and female-rowned businesses as suppliers of go6ds and services. The " 
4).^ograms^id|ntifiea by' the Commission fall into two categories: pro- 
grams based on administrative authority .arid programs base*d ^on statutory 
authority. ' . , * • 

PROGRAMS BASED ON ADMINISTRATIVE AUTHORITY a * ^ 

A variety of programs based on administrat,ive. authority concentrate 

on informing minorities and women of contracting opportunities or pror 

viding them relief from bonding requirements. The most effective' are 

the affirmative action subcontracting programs^ f or federally-as^sisted . 

183 

^ons'truction projects. 'Each of the 10 juri|dictions that reported- 
speciat-CQntracting programs has affirmative ac'tion programs. 

Although^xe^ut^^ Order ^246,. as amended^^by Executive Order 
11375, prohibits racial'-and_et/hnic well as sek discrimination in 
hiring, none of the 10. jurisdictions with affim&tive action subcon- 
tracting programs' has affirmative action r,equirements^^ women. " 



183. See discussion of the requirements of Executive Order 11246, 
a^s amended, on pp', 90-91 . ' 

: \ ■ • " ^' ; 

r \ 
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^iCffirmatiye action subcontracting programs generally, do not provide 
^ LI-'*.- ^x: ^.:u^^^*-^^^^o Tn■^nr^'r^^v fvi-rm^T but pHcouraee tKe 



for negotiation.. of subcontracts, with minority firms but encourage the 
flow of information^on subcontracting opportunities to^ tWese firms. 
Most- jurisdictions mer;ely insert clauses in contract^^ requiring the prime 
contractors \to "...seek out^ and use minority manpower [sic] (and> solicit 
bids for subcontracts from svailable minority subcontractors engaged in 
pertinent trades." P^'The Los Angeles hometown plan, ho>7ever.,ydirects 

itations for subcontracting b,ids in the^ 



contract;ors to .advertise in\ 
minority news media, contact 



minority contractor organizations for re- 
ferral of potential subcontractors, and contact sources likely to yi^ld* 

^ ^ ____ ^ 

minority contractors. 



Some administrative pro 



grams emphasize encouraging minorities and 
women to bid oa contracts to! supply goods and services to State and locd>l 
governntents. Ihe program staff conduct seminars on selling to govern-^ 
then ts,' develop minority and lemale .bidders * lists, counsel minority and 
female entrepi^^eurs, and' participate in mlnor;Lty-sgonsored work- 

shops ♦ , ^ ^ ■ ' ^^"^y \ 

An administrative directive authorizing efforts to assist minority 

^nd female-owned businesses in Long Beach, California, is an example of 

ah administrative type of program, Government officials there 

implemented an educational forum fotl" minority and female entrepreneurs in 

ad4ition fcq focussing attention on Fed'eral and^^local mandates directing- 

thatminority and female subcontractors* be encouraged to submit bids. 

184. Sample bid cor difeions .for Long. Beach, ^/Calif. . ^ " - ^ 

185. Los Angeles City Affirmative Action H'equiremen.ts\ f or Construction* ^ 
Contracts (July 1972). n,; ^ ' *i . ' > . ' " 

186. City. jof, Long Beach, Calif., Purchasing ^Division's Affirma^tive Action 
Progrpi, Jan. :1973.~ r '"^ 



lie 
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A siniilar program in Losj Angeles County more comprehensive/ It 
- includea.a minority vendors' (urogram, which was established by 'the 
county purchasing divisioa prWily for the purchasl. of supplies. fh£^' 
program, however, is directedjonly toward minorities .f A directive- 
issued in March 1972. requirep all buyers to develop li^ts of minority 
firms frpnv. their own sources ^nd" minority business associations that 
. include ;th|- capabilities. 'and interests of the firms. 

- A -.key e-len-^nt of the Losj-Angeles^ County program i^' a requirement 
that a-U informal offers be directed to at least two minokty vendors 
, "in addition ^ the regular vjendors nbrma'U/ solfited." Minority ^ 

firms cannot be remaved. from |the bidders Mists %hlt .t,he approval . 
-o^the^hief purchasing agent, and buyers are encoiaeci-'to spend' time 
«famx^iari-z-ing^minority firms. With county purchasin^Jtices. More- 
over, each buyer>as^|.^f^a nvinorit3^^ yendor activity^.^ecoi^d -on ealfr,.v 
purchase showing the num^^^f^j^^u^tlce;; r4liek /m^'^ar^s . Thdse 
reports are reviewed by a high-.l'e;er-:prociirement of f icial .^^^^^ \. ^ 
^ Informational proira^s^ in some other jurisdTctlons^e legate to 
other organizations the .Responsibility of- informing min^^^^^ema-k 
owned businesses of , Contracting oppo^^tJ^^ities . For example, the com- 
nfuni-ty relations commission in Denver has a^'ssumed^this responsibility 
while t-he Sjdate of California relies .ap/its f edefally-ass isted office' 
of minority business enterprise'. * V [■ ■< 

The Commission also identified a special bonding- program in 
Philadelphia that was ^estabrished on, the basis of adm-^inistrative 
authority. On the initiative of the commissioner of .procurement the 

m L'os Ahgeles County Purchasing*\piviision Directive. "Minority 
Vendor Program," .Mar. 27, 1972. ' ' "^^^""^^^^y. • 

188 Ib'id. Informal bids are solicited on all 'contracts . " ] 



i'^9., Ibid. ■• 
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city contracted with an insurance company in ]?972 to ^provide bonds for 

190 

all suppliers whose contracts range from $2,000 to $20,000. Phi la- , 

delphia", like many other jurisdictions, requires perfo'rmance bonding 

191 - ^ 

on contracts exceeding $2,000, which small "suppliers found difficult 

to" obtain. Since most city contracts -exceed $2,000, small suppliers , / 

-wer.e unable to bid on city ;Wprk. The procurement commissioner epvisions 

that this" program will increase minority contracting with the city. 

Although the jurisdictions wit;h special contracting programs have 
adminfstraftive policies supporting them, most of their statutes or 
charters only permit contracting as usual, which persents a major 
obstacle to establishing programs f or^'negotiating contracts without 
competitive bidding. Administrative \prpgrams , therefore, are limited 
to p^^oviding information, developing bidding lists, and encouraging 
minorities and women to submit bids. " m 

Another obstacle to effective implementation of contracting 

^program^, based on administrative authority is the unwillingness of many 

contracting officers to abandon longrestablished contracting practices 

that are not dirj^cted toward minorities or wom^. The minority con- 

.tracting policy in California, for example^ 'states that its 6b^ective 

is to assis't minority business "... to compete £6r,the mateiri^L, sup- 

\ ' ^ - ^ ' * 192 

plies, and eqifipment our office purchases, for Sthte agenci^es./' .Tlte 

Policy statement, however also indicated that the State purchasing 

offlxe^does not haye the legal authority to give preferences to any 

contractors^ - . . 

* ^ Efforts -tTo^^crease the number of minairity apd female firms on " 

bidders* lists, hav^^also been thwarted by contracting practices? For 

— ■- : ■ - x.^^ ^, ' ^ , ' • ' 

190. Otto R. Winter, Philadelphia Commissioner* of Procurement ,<a leti:er 
to John A. Buggs, Staff' Dirfeqtor, U.S.- Coitimiss'ioh. on Civil Rights, 
Mar. 2Q, 1973. 

* *^ 

191. Philadelphia Home Rule* CharteK Section 8-200 (c) 

192. Robert L. Vance, Assistant PurchaslM:5g Manager, California Office 
of Procurement, memorandum to Lanae Rideoup>vChiel, Legal Section, 
Q.alifornia Human Resources Development, Jan. 1973, 

/ • ; • " ■ 118 



example,- California purchasing offices still -.require minority fir^ 
to comply with stringent prequalif'icatioti..standatds; 193 j^^^ purchasing 
officers have tried to modify these staJidards, they have met with 
opposition from the State's legal counsel, j^^ . " .• \, 

Contracting agents pointed out tRat, without ^legisv^ative' authority 
or^ strong executive support<^ they are not justified ip diverting staff -, 
resources^tp special efforts' to aid minorities or women, ^ and in most" 
jurisdictions neither the legislative authority vor the executive ' ^ 
support, exists. " - ' 

STATUTORY CONTRACT SET-AS fpE PROGRAMS ■ 

Set -aside contracts are tho^e which are, withjhe Id from" the com- 
petitive iidding process and directly negotjLated with an^individu^ 
firm or put up for bids from limited classes of firms, Such as- mihority 
apd female-owned busin'esses. • Statutes.; and ordinances, .provide' the 
authority fo.r set-aside contracj: programs, but the Commission was able 
to identify only one such program, ^which is operated by the State of 
Illinois. ' ^ 

The Illinois Small Business Purchasing Act authorizes a formal' 
.set-aside 'program In which contracts are. withdrawn from general com-.. 
■. petitive bidding and reserved for "the exclusive .bidding, of smkll 



prpcess^of evaluating whether ^i,rms 
ar.6 capable df .performing :on government contracts. . Generally^, these ^ 
governments set minimum requirements, for working capital, equipment, \ 
ex^ei;ience, arid .past per:.formance which tirms must meet in order to4e 
ellgibte^/bid on contracts. California Department of Public Works' 
ratings ar^based on 10 times working" capital or y times net worth 
•whichever is smal-ler. « , \ * 



-1-94. Ralph E;' Livingston/ Jf;^ O^.f ice, of^Legal^^Couhsel, memoranaum to 
Robert J. Datel, California 5tate;Highway Division, April 26, 1972. 

' ^ ' • ' . . \ " • 

195. Contracting officials fo^ Los ifngeles stated that, 'si«ce compe't'- 
itive bidding is hot required for contracts of less than $20,000 set- 
aside programs could be established, if ^the purchasing office were 
directed by the mayor to do so'. ^ . 

, ' 119 • • ■ 
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. . -businesses. The purpose of the act, which 'is applicable ta all r 

.feh4te agencies except the university system, is. to liicrease contract 

\ awards to smak businesses . Although the laW; applies to all small 

businesses, in .practib^^t also focuses on minokty and female-owned 

firms. , ■ . , t '\ 

The .act defines a small business-^s a^ wholesale firm, whose annual ^ 
■ "%ales do not exceed $5 million, a retail fjLrtn whose annual sales are 
''nofover-^Cmillion, or a iQanufac^rer employing,, .less Chan 250 persons. 
The act was implemented by the Illinois Department of^ General Ser-^ices,^ 
Which compiled a bidders' list'of af.out 2,0Q0 firms,' including 188 
minority and 5 femaie^ned firms. Virms considered by ehe State OMBE 

■ ■ and ather business advisory groupq to have 'the potential' for contracting 
^ . '- " \ 

with ehe State .are continually added fo the l-ist.. 

T^e Illinois Department of General Services is responsible for 
• .- "designating- categories -of items that are to be set-aside^f or small 

■ ' 'bfls-inesses..-^?^ A small 'business coordinator- sets aside contracts for 
.'"■■goods- and services that can 'be provided? by small firms. If fewer than 

Wee small .bull-ness firms resp^d to an invitation to bid or if accep- 
.tance of the," lowest bid would me'an paying an unreasonable price, the 
' .'^dep^tment wi>l- reject all .bids and . open the bidd^Tng to all firms. ^ ^ 
. The Commission also identified one pr^o^ram in Denver, Colorado, 
that has informal bidding procedures established by legislative action. 

196. Illinois Small' Bus-iness.piirchasing Apt, Illinois Revised ,Statutes, 
•Chi 122, sec. 132.21. • .« % ■ . * 

^ 197. Ibid., sec. 132.22. , ■ ' , -• j ' ' 

■'" '''"498,. 'Jbid,, sec. 132.23.. . . ' / " 

•• 199? an'e hundred' andi ten purchase ftems have been designated for set- 
_^Vsid^'-|on6r^ctins, ranging f rom ^"brief ^ases to moving equipment an4 

"^tisand Sx gravel. ' ' • ' • . - • 

' '-7. "f*- \, . ■ ' . • 
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We Denver small pui^chase ordinance, ihic^h amended, the Denver clty 
.QiarterJ^Tj^970^ubhorizes informal bidd^ng^orTany contract "fp'r sup\)- 

_ lies 4nd services .ew:^-l-ingJliss_.than $5,000 and' removes requirements \ 
for 'performance Bonding ai^ pr'equ^lilira'tlon- for- .firms f tiling these. \ 
"contracts, j^lso, "conFracts. for less Chan $2,500 ,were sent to the 
community re Vat iorls . commission ^^or the solicitation *otf ^minority bidder^ 
through an agreement between the' j^Dmrnission and, the procurement office A ^ 
• . .Whi-lie''theJlIinois and Denver programs have potential,* neither has * 
been partrl-cularly successful in increasing contract awards to minorities 
and wofneti'. Insofar as the Illinois^ act does not specifically provide 
the authority to es.tablish pfograms to aid minority and f emale-o^ne^d 
firms,, these firms must compete with small, -^ut weil-established, white , 
male firm^. Si'rse a large number oE contracts is awarded' to small, white 

"male firms that can frequently afforTd to uiiaerbid a new minority or , - 
female-owned firm, ^tjei.ther minority nor female -owned' firms have fared" - 



♦particularly well In/' the,. program. 



The Denver iprdgram is* limited because it was established solely 
for minorities arid restricted _to small purchases. Only contrkcts of. 
■'$2,^00?o>;,les|' were referred to the community irelaticni, commission for 
so'ljciting, of bids from- ihindrity firms. This practice has been dis- 
coritinued because' minority firms were not enthusiastic about bidding 
on numerous sji!a% contracts when the. cost of .bidding and performing 
could have diminished, their prospects for net,'t)rofits. 



I 



200. Denvet City Charter, sec. 16-1.3. as amended bpDrdinance 319 
adopted puly 23, 1970. • . • 
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Cha'pter 3 

LIMITATIONS COMMON TO EXISTING STAfcE AND LO^CAL Sl>ECIAL 



CONTRACTING PROGRAMS . 



'State and local contracting officials 



/ 



acknot^t^edg^d that cheir 



^special contracting programs are limited ii their successes. While^ 
many different reasons ^ere given for tha sHortcomings o^ individual'* 
progt^m^. most of tfee programs suffer from^ poor dissemination of 
informatioiitd*-minorities and' women 'and lim'lted staff resources/ 
DISSEMINATION OF INFORBATION - - . » _ / * * 

The failure ta receive adequate notice of contracting" o;ppartunxtj.ee: 

* • * . • ' • u . " . 

was cited by entrepreneurs in nearly -every ju1:isdicti^on the Commission* 

visited.v Only 19.3'percent or 1^ .of'^'the"^ 62 minority males a^n& 28.5 , 

percent, or 4 of female entrepr^rfefurs interviewed in jurisdi^Jtions 

with special contracting programs were aware of any State or local ^ 

" . . ' ^ . ^ 201 . 

contracting, opportunities- being orrerea, \ ^ ,Y 

Informal bidding .procedures, are nbt well advertised in 'minority or*^ 
women's media and State purchasing 9ffices are remote from most areas 
-with a large number of'mnority firms. For instance, California does 
the bulk of its purchasing in Sacramento where the State purchasing 
office and^ the. State OMBE ,are Jopated/ but most minority firms^ are in 
Los Angeles or Sah Francisco. However, the State's ent^ife minority 
outreach program, currently consists of one purchasing <^f ice in Los 
Angeles, which is staffed with two pleople anS purCb^es %9nly_a limited 

range of goods. ^ \ ; . |^ ^ • * ^ - ^ 

The Illinois, outreach effort, oh the ^other |hand,: has made progress 
'by adding 188 minority and" 5 jEemale-owned firms /to the/s,mall bidders! ^ 



list since ^ts Inception in Jpne 19,73- This,' ef fort^is viewed a§ an 
ess.ential qomponent of\a successful^-small business*^program;'^d, there- 



fore ,^ufficient^ budget -and staff have been allocated' to- it.^ 



.if 



201. 'Although 125 firms were interviewed (84 minority, male and 4l 
female) j J'^Iffy 76 of these firm'sVwere located in jurisdictions with 
special State and local contracting programs. ^ ^ , „ 
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STAFF RESOURCES 

Only one~progray^ifaminea had 'staff members who^were familiar with- 
|{e 'problems of f irm^s owned by minorities and women and' with- the ne^d ' 
^or -affirmative action to incre'ase their patt'icipation in- Stale and 
^ loc^l cdnt^acting,. The^J^linbis smaBl business purchasing prigz^amrh^" . ' ' 
a snfall W^ness .coordinator, who spent ^fulL time ;ass,isting ;inority~ : 
and female entrepreneur^ a,^d agquainting department personnel |wfth the ' ' 
Jrequif.emeries'' o'f the- act. . • ' .1 
. /-^Eew minority- <j.t female buyer.s- and ".co^js truest i(/n specif icatkoh 
.eng.iT.eer.s w^re on the staffs of the. special. conti4cting prograLs. The I 
cities, of Long, Beach; .nd Philadelphia, had^o- female' or .minoritj. buyer^s^T' 
in their >urchasing depairtment^^, ^nd San Diego^'had pnli tWo blick male ' 
-buyers but^jjo;- women -on a pu| ceasing staff of eight'. ' In' Phliadiiphia, 

however, .the chief contracts officer was a ^in^xM^^fe^ho^iT'^ 

familikr with^ thespt,niber. of minki.ty Hr^ th^B^^ea^amL for • 
city construction contracts and ^e ^^r'hlS^ of contracts 'iwa,ded.' ' < 
, minority businesses .by the citv -^'.. '» — ' ! 



. , S.p'ecial coritr-gcfeing Rrogfam^staf is ^have nofc,'^ee> given arl^fj -•spe.pial." 
training for implementing , the pfe|ferarf(s- in their jurisdictiihs ; i'^^i" 




,pres;ent a ^barrie 
Mo 



:ier t6:,tH#^|)articipahoM ^and women as 

conttactbrs. Most .p.uUas'iy s^%0iAti ^ wfeite ma\e civ'il . 
■ servants accustomed, to pperatjing. Scbl^^k^fkor^.^.^^i^^^^ rules . 
.-Almost all of these/of f icials expre.^e^^hWkrv2tibr,s. Lout any char^gel- r 
•in prodedure that might be designed tpVbe'ne.f it 'mir^oritl^s and women.;- ..'. ' ' 
.• Several s^hite procurement officials expressed ■fet'lbj^opposieion '''' ^ . 
when asked about their ' efforts to increa..ie 'the partibipation.oLminor- , 'C 
'. ities and women in governqjent cbntr^ctijg. One said that^^ If Federal- ^^'^ 
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officials had not meddled yi, State .affairs^, , the State buyers would 
never have. ha,d to deal with 'special programs^, 0ft3't:ontracting officer, 
in particulai;, 'icfe'jected the .|>ractice of keeping 'cpntr^acting data on 
.minorities or w5men. Stajie and ^'locai 'contracting, off icers , ii^ general, , 
also expressed the view that minority and female ^.f-irms cannot be relied 
upon to perform, despite ^iOihe lack of evidence ''of support such a belief* 
LEGISIATIVE AND ADMINISTRA-TIVE MEASURES TO CREATE NEW- PROGRAMS 

State and local contracting officials uniformly, asserted that •* 
statutory ^restrictions and the absence of ^tron^ executive support are 
the most serA.ous impediments to establishing effective special con- 

tcacting programs to aid minority^ and female-bwned firms. They main- ) 
J* ' ^ ■ ' ' ' ' , f 

tained that the.mos,t effective special programs are the contract set- 

aside and programs where strong leadership is exercised by the chief,^ 
executive. Thus, several jurisdictions have sought legislative 
authority before implenienting any special mi^nority. or female business 
developm'ent programs, but they have not been successful in having such 
.legislation enacted.* t / . 

Ir\ Arkansas, for example, a small business purchasing bill was- 
introd^ed,^ paralleling. in substance the Iliinofs act cjiscussed in 
chapter. 2l -It provide(J for establishment of a small business bidr 
dersVlist and the setting aside^of certain categories o^ commodities, 
equipment, and services ;.for bidding restricted to.^all fitms. If 
enacted^ the legislation would have directly benefited -all small busi- 
nesses- because it directed "that a fair proportion of its total purchases 
and contracts for property and serviced be placed with small business 

concerns and that a. reasonable amount of purchases placed <^ith sjnalL/ 

' ' . . . "*203 

business shall -be minoi;,ity-owned businesses." However, the Arkansas 

^^"'<- ^ , " , 

Small Business Purchasing Bill died in the Insurance and Commerce Committee 



'202. Sfate of Arkansas, Senate Bill .231, 69th General Assembly, 1973* 
203. Ibid. . . * 
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legislation ;of,^;» 



^ The extent to which minority businesses pyofit from 
this type depends; largely upon its interpretation and implementation^ 
Kn active interpretations-identifying minority firms, recruiting 
for bidders'-lists, and inviting v ,.\6lL ties to bid--would ' considerably 
benefit minority ^irms in terms of increased bidding opportunities ^nd 
contract awards. But, if no special effort is made to involve minority 
dr ^female businesses, small business preference acts^have little effect 
on, minority ot female business development;\ ' 



in Pennsylvania .>ln 1973 • It woaid 



House .Bill 743 was introduced 
^have created :a spec'iaT business development program in ' the -State 
department of copnerce directed towards women as we^l as minorities. 
A proposed ame^ndment to the bill specif ically included' women under the 
defj^nition of minority business . ' ^ ^ 

A few State and ;local governments reported .other proposed measures, 
including r,eview of .current laws, commitments to develop minority l?|is- 
in'ess prcTgrams ia.'thk futdre",,; and- executive orders • The Governor of ' 
Mississippi, for' example, pledged to establish procedures for directj.ng 
^State contracts to th^ -minority business community. ^ 

The City Council of Kansas City, Missouri, adopted a resolution 
in 19*72 which requested the city manager to implement new' procedures 

to faciliCate the participation of minbrity and female businesses in 

' / . 205 , . - 

contracting. The city manager , ^accordingly, has undertaken an in- 
depth review of city qrdinances and contracting procedures to^-determipe- 
the best method to increase the level of minority and f e^tnale^partici-* 
pation *in' ehfe city's .procurement and to eliminate arv}^ barriers, to their 
involve??hent. ' * , X , ' 



204. Pennsylvania House Bill 743. was referred fco the Government Committee 
April 3, 1973,. and never reported oijt. 

205. Resolution 41344 enacted Jurre 9, 1972. > 
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Kansas City is one^ of very few local jurisdictions that view female 
contractors as a group equally disadvantaged but distinct from minpr4ty 
business people. City- officials look toward a modification of adminis 
tcative procedures rather than an amendment to the charter as the^ most 
practical way of increasing contract;lng opportunities for minority and 
female-owned firms . 



206. Ibid. 
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' < ^ . , FINDINGS ' . , 

^ ^ ' . ( 

MINORITIES ;AM3 WOMEN AS FEDERAL CONTRACTORS 

I. Minorities as Federal Government Contractors 

A. The Federal Government spent about $57.5 billipn 
^ services purchased from* private contractors in FYj 

purchased less than $400 million from minority fitms. Purchases 
from minority firms represented about 0,7 percent of all Federal 
i procurement in that year^despite the fact, that minorities owned 

4 percent of vali American business'es in 1969. 

4 

1. Federal Government, procedures for collecting .and distributing 
data on'Ininority^HVms and for- determining their share of 

, government* contracts are inadequate and inconsistent. 

2. Comparison of statistics reported to OMBE and those reported 
to the Commission from other agencies reveals significant 

9 

discrepancies in data'^^ and confusion about what should be 
reporte*d) If OMBE 's report is adjusted to reflect the 
figures supplied by three other Agencies, total Federal ^ 
purchases from minority-owned f iizjns as- reported by OMBE are 
' ' " .reduced by about 25 percent to approximatlly $300 million, " 
-about 0.5 percent of FederaL^crSntracting, for FY 
1972-. . ^^-^ • 

B. l^inorit'y firms are overwhelmingly concentrated in the retail 
and selected service industries in which the Federal Government 
does the least amount of contracting. Also, tlie small ;5i2e of,> 
most minority firms tends- to limit their ability to compete for 
Federal cpntracts . 

II. Women as Federal Contractors - ' ^ . 
,A. There 'is very little information on the participation 'bf female- 

' . -owtled businesses (both minority and nonminority)' in goyerhmerit 

i ^ ^ ' ... 

[ contracting, but available data suggest ehat , female participation 

' is less than that of minorities. ' . 
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B. The available data indicate that firms owne*d by women, like 
those owned by minorities, are heavily concerftrated in whole- 
sale,, retail, and service classifications, those least likely 
to produce goods ^r to provide services purchased by the 
Federal Government • 

5 

Limits iGommon to Minority and Female»-Owned Firms 

— — ^ »— ^ — . / 

A. Federal contracting procedures and ^practices (such as preaward 
surveys and inadequate dissemination^ of information on sole 
.source contracting opportunities) tend to plac*^ an added burden 
on minority and female-owned firms seeking government contracts. 

B. Government contracting offipers expressed biases against minority 
u ^ :^irms and a belief that giving attention to sp6ioeconcmic 

consideracions hampers* the procurement process.^ 

C. Minorities and females are poorly ^represented as government 
contracting officials, which would preclude their influencing 
procurement policy and contractor reelection. 

D. Insufficient working capital, lack of knowledge of bidding 
opportunities, and preseUction before £„r«l edv'ertisi,g „.r. 

t ^ ; \ ' ' 

\ stated by minority and female entrepreneurs ais major factors 

i J.'limiti^ng their competitiveness 'for government contractSi. The 

''AM' ' ^ ' 

Commission found evidence that insufficient working capital and . 

* i - . . ' y 

lack of knowledge of bidding opportunities are indeed problems, 
but xio cases were presented to Commission staff supporting 
allegations that preselection before formal advertising is 
a widespread practice^. ' / 

1. Small business and e^ual opportunity loans have not been 

^ effective in meeting the warking capital needs of thes,e f ir^s,. 

2. ' Minority and female firms* inad*equate knowledge of 'Federal 

contracting opportunities hampers their- ability to submit timely 
bids and negotiate successfully for contracts* ' 
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Three Special Contracting Programg-;-t:o Assise ciinorauv pu^^n^^^ > 
A. The SBA 8(a) subcontracting, tl)e Buy Indian , direct contracting, 
' 'iand the minority subcontracting programs are ehree special pro- 
grams established with the expressed objectives of assisting 
minorities to overcome some of the barriers to successful 
'marketing "in the public apd private sectors. 
B\. ■ Female-owned firms have Wremely limi^ted -access to these pror 
1 'grams, since only minority females are eligible, minorities . 
" y Several women's rights groups, however, are taking the position' 
\ -that, because -of past employment and credit discrimination, 
, womenXas a clas^ are '^socially or economically-disadvantaged" 
• .persons ^a'Sd thus eligible to participate in e,»is-<|^ng special 

. programs: . ' a 

,C.. -Nonminority females are not eligible for the^^e programs, because 
the agencies a4ainistering them do not belieye .6hat there -is a 
national policy of, assisting firms owned by white women. ^ , 
The 8Ca) Subcontracting Program \ _ ■ 

A. '•The -8(a) program is the J*rgest special • contracting, program ■ 

and provides one of th^w 'mechanisms b"y- which Federal pro-^ 
curemcinf activities are coordinated and- monitored. It is 
conducted jointly by SBA and all procurement offices in the 
.Federal Government, with SBA as the coordinator. 

B. The basic goal of the program is "...to assist small business 
conceTns owned and controlled by socially or economically dis- 
advantaged persons .t^achieve a competitive position in the 
market-place." SBA has neither clearly defined criteria for 
ascertaining the achievement of competitive status nor stated 

■ specific program goals, except in monetajX-teEnis • , ' 

1'. The formulation of objectives for participating firms is left 
to SBA field officers. They determine ; these objectives on the 
basis. of a firm's business plan,, which may not realistically 
reflect its potential. 

130 
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2: The lack of Specif ic^pals has led to different aiministrative 
..procedures in various '^SBA of fices and continued un'^ertainty 
regarding the- program's effecUv.eness.. ' ; 

C. ^SBA's staffing practices limit the effectiveness of the" 8(d) 



program;. 



1 . In FY 1$74 , SBA' s Off ice o> Business ' DeWlopmenV.^OBDX h^ad . 

_ -^or^l^ i-26- staff- memtep^rriWl^^^ 3^^„g \^ " , 

■ re^ional-and e4-dis^t&ce-5 The 100 ' staff' "persons were- 

'responsible fot revising all government contract's -.to deter- ' 
mine those which offe^- 8(a) contracting o^pporturiities , 
negotiating and awarding contracts, and monitoring contract 
.administration. . ^ . ' ' 

2. OBI? relies heavily on borrowed staff from other SBA programs 
to operate the 8(a) program. Regional administrative , 
officials, procurement center representatives,., and minority 
enterprise representatives work part time for 8(a), -some- 
times with little enthusiasm, for many of them see it as a 
diversion from their "real" jobs. * ' - 
-3.^ There aire-few miwritles or minority business specialists 
on OBD's staff. 

4. Many OBD sfaff members lack technical .expertise. to assess ' 

the needs, problems, and performance of minority .firms. 
Contracts awarded under the 8(a) program have increased from -8 
contracts totaling nearly $10.5 miUion in FY 1968 to 1 720 
contracts amounting to more than "$153 million in FY 1972. This 
represents a minute fraction,^ however, of the totaPFederal 
procurement . ' '■■ ' ' "' 

1. Measured solely in terms of increasing the number and totll ' 
value. of contracts to minority firms, the program has 
demonstrated that it has potential as a means for increasing 
contract awards to mi{iority firms. • i. 
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2. The industrial distribution of the 8 (a), contrapti*, which 

J: 

is roughly similar to the overall industri^' distribution 
of minority firms with paid employees, provides a 'basis 
for assessing, the effectiveness of the program as a 
developmeatar^tool. / . ** 

a. The distribution of 8Ca) contract dollars to mir\ority 
firms is concentrated in'.the service industries as \re 
the minority contractors. . 

b. Most 8(a) cqntractsj^are^ loU in vplue and awarded to 
the less profitable service a.nd construction industries 
which undermines the-rprogr^m' s potential as a-^deVelop- 
ment^al tool for minority business. \ 

Agency^ participation in the program varies wide^ly,^ with some 
agencies providing little or? no significant contracting op- 
portuhities for minority JEir^s,, Factors Contri,l^uting to poor 
participation of several agencies include deficiencies in the 
contracting process and a^ lack of agency commitment and 
contracting effort. 

U "SBA regiuLations and standard operating procedures do not 
clearly define criteria for selection of,..pAtential 8(a) 
contract awards. 

2. SBA paperwork and unexplained dela^ in processing 

applications cause many contracts to be returned to the 
agencies . * , ^ ^ ^ 

3> Federal^^agencies often do not provide contracts th^t 

promote economic development, and their 8(a) procurements^ 
invariably .represent a small percentage of their total 

* 

contracts..' " ' ' 

J 
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"•4, Although .contract administration seems to -the least con- 
troversial part of the program, contractors do not benefit ' 
as much as they could from the technical expertise of the 
agencies or SBA." 
SBA's performance has been criticized for the methods it uses 
to approve firms as eligible for the 8(a) program, to match 
prospective contractors with procurement opportunities ppvided 
by' Federal agencies, and to negotiate dnd award contracts, 
r. Criteria for . the approval of 'contractors aire only minimally 
specified in 8(a) regulations, SBA alminis'trative directiyes, 
^ and^ standard ooerating procedures. ' 

a. Approval pt'ocedure's vary among' regions. 

b. Approval is principally .based oh business plans, most of 
wh^ich are unrealistic in their goals and projections. 

c. Early effonts. to enroll as many CDhtractprs as^ possible 
. resulted' in the approval of firms that do/not meet 

current standards and' never really had thfe basic 

capability to meet Federal procurement needs. 

^ d. Decisi'dns to deny approval" to- otherwise eligible , firms 

because there is no contract '^in sight" may conceal ^ 

other reasons for'thB 'denial of entry into the program. ' 

» 

2. There are no evident criteria for matching potential contracts 
with 8(a) contractors, and many c6ntractors beligve thems^el^ves 
to be adversely affected by favoritism and political 
* intervention. , *' \ _ ' 

' ' \ 

The proviision of financial, technical, and management assistance 

is fragmented and inadequate. ' . X^^ - 

1. The 8(a)/^ program is designed primarily as a market^vng" rather 

than a financial- 'assistance program. 
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2, .Technical and tn^rtagement assistance efforts are scattered- - 
.among' Federal procuting agencies, the SBA Bus^'ness 
Development Office, ^and OMjBEj- funded organizations and 
generally are not focused on marketing. 
SBA regulations state that a f i^m which has "substantially 
achieved the objective of its business plan will be notified 
that Its participation in. the ' p,rogram is completed," yet the 
agency has not specified criteraa for assessing whether a 
firm has achieve'd its objective.. ^ ^ ^ 

1/ It is impossible to base decisions . concerning 'completions 
on business plans that are not comp;:ehensive or realistic. 
2. SBA reported .29 successful graduates of the program, but * 
many of the .graduate^ are oincertain about the bertef its of 
-* - their program participation and their^ prospects .for the 
future. t ^ ^ A ^ 

a. Six of the 18 ^graduates interviewed by the Gommissipij 
^ had 'objected' to graduation'^ and were reinstated. Anothe 
6 accepted SBA's decision and considered themsielves 

^ . graduated whether or not they beHevjed they^should have 
, ~ - / * ' "^'"^ 

been. The remainder were not aware that they had. been 



graduated . * ^ ^ ^ . . j 

Officials of only 3 of the 18 ^irms ,belaeyed that ^the 
program, had definitely hdlped them improve their bus!- 
ness pos^itions,^ and 7 firms felt that the jprogram h^d. 
not helped them at all. ^The remainder- we'P| undecided. 
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o.j The range of responses indicated thgt some (about three) 
of those interview^eB should be considered true grad- ^ 
uates in that tl^e,30iach£eved the objectives of their' 
business plan?, while others should be considered 
^ terminated because it, was unHkely that these firms * 
' would achieve the objectives of their 'business plan, 
d. FeW-^^f the ,grsiduated' firms attributee their marketing 
. developm^t to their participation in the 8(a) program 
o^ to assistance from SBA. * 
3. Tfie guidelines for terminafion are nearly as confusing .as"" ^^t' 
those for successful program completion. 
VI.. The Buy Indian Program' - ^ , 

A. The Buy Indian contracting program, admini'stered by the Bureau 
of Indian Affairs (BIA) and HEW's Indian Health Service (IHS), 
is unique among special contracting programs because it is 

? Limited to one minority group , and is a direct contracting pro- 

gram. It also'permits contracting with nonprofit organizations 
(Indian tribes), as well ^s profit-oriented Indian firms. ^ 

B. In FY 1968,^TbIA estimated awards o|f $6 million in Buy Indian, 
contracts, while in FY 1972 the BI^A awarded $63.4 million in 

-contracts. BIA and IHS together awarded $72,. 5 million in" Buy 
• Indian contracts in FY. 1972, representing. 39 percent of all 
. co,ntracting for both agencies. " * ^ ^ 

C. The program is not designed solely as a business development 
program^ although the BIA manual states that one of its goals 
IS Indian business development. IHS has not ^stated goals for 
its program. 

D. The^ Buy Indian program has no staff of its own but is operated 

r , by area offices within each agency. Its administration, there- ^ 
fore, varies widely^'. 
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£. 'Buy Indian contract awards ^re overwhelmj^ngly. concentrat'^'d in 

service* industries, and most , contracts:* are awarded to tribes ^ 
rather than to firms. The program has not ^increased the » 
participation of Indian^mmerclaltirms in government conttacting. 
'F. Neither BIA nor IHS^aa de^veloped comprehensive Or uniform 
, contrac£ijig"'^egiU ' ^ . 

1^ Jhe Buy Indian Act* does not state any ^specific criteria for 
determining which firms, are eligible to negotiate contracts, 
except that the items ^purchased must be products of Indian , 
industry. ' , ^ . ' ' . . ^ 

^ .2. Procedures governing the selection af firms 'for participation 
in the program ajte not centrally coordinated by either BIA 
or IHS. " * 

3. jfie. Comihtssi'on tound only one contraiTting officer who had ^ 



V 



compiled 'a list/ of Indian f ir,ms 'or solicited contract 
proposals, i ^ 

4. BIA requires tnat a contract must provide an economic, benefit 
^ to the Indian /contractor .# Since, there are no criteria for 

detferminine wnat constitutes an economic benefit, the de- 

cision bn whether a contiract offers an economic benefit is 

left up^ to an/'area contracting officer. ^Consequently, the 

decisions 'arW not uniform. . ^ r 

/ " , . ' 

5. Contracts -a-re awarded only if acceptable bids are submitted., 

but neither 'agency has issued guidelines , defining what con*^ 
stitutes an acceptable bid. 
The BIA'and IHS hav.e made c^ly minimal efforts to. distribute 
information on the Buy In4ian program to Indian tribes and^firms. 
BIA and IHS prpvide little ^technical -assistance to Indian firms 
»and tribes. • * .'*•■'' 
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T-fte-J^.in6ri^ty^.Subcbntracting Pr ogram , H . 

\. ^ ThB-m^inoritV subcontracting progi;am is based on, a requirement 

tfrsirfa'Slai^e be" IncLuded In major Fede.ral contracts requiring" 

■ pri'15^ contractors to^w^ertake -effortr, to, ensure'.that minority 

* > Jirn^ ^recfive fa^f con^sider&tion^as subcotieractors . It| 

, .imglement-ation hias^been uncoordinated* uns'tru'cturedC W 
u'ndersj-af.f ed , . - ^ . ■ . ' 

1; When a contract is f«r an' amour^ greater than, $5,000^ but. 
less -than $500, 000', 'the prime- contractor must^use its 
'-'best efforts" to. provide «subcojitracting opportunities for 
minority' firtAs. . • ^ 

2. When tg^contract ig for- $500,000 or m^Vand 'offers 

■■' "substantial subcontracting opportunities, ""thpj'prime con- 
- tractor mus^ &ake affirmative ^teps to ensure the' "feair ^ .1 
. c.onsideration of minority firms, as Subcontractors, ' • 
. The Interagency Committee on Minority Business. Enterprisej OMBE, 
.and individual agenci'es. have not developed ^comprehensive pr or 
cedures or goals for the minority subcontracting program. 
Only one federal agency, the Department of Defense , (DOD) , "could 
provide data bjf'minority^ subccntr>acting. The tdeniif iable 'mi-. " 
.nority sl^re of, DOD subcontracting was $19\,mairion or'o'.S per-' 
cent of $5.7 'billion in DOD' subcontracts for the -'second .half 
o£ FY 1973 . . ■ ■ ' » . 

The mii^t/rity subcontracting prograni does' nat ^encourage the 
participation of nonminoVity, Xemale-owned firms and,''",wit;i 
r^Vect tcj^ firms owned by minpritiest,' it' is" more a promise ■ 
tKan a ppqgram. Its d^ef f ectiveness may be. traced "to/;^everal 
factors : . . , ' ' ' * 



Limiting affirmative action requirements to. contracts for 
$500, .000 or more.. exempts most FedeVai cori^racts. 
W regulaVionff requi^re only limited recordkeeping ^by^ the 
prime contractors, and only 3 of the 10 pgencj-e^s haVe . - 
developed procedures implementing th^. requirement. 

The regulations do not' provide any mechanism 'for' the 
enforcement of the clause. / - * 

■Only 2 of the lO'agenc^ies surveyed have'- established- - 
procedures for monito^;ing contractor compliajice with the 
minority subcontracting clause. ■ ' ' . i?-^" 

Although the' key to th6. success of th.e progratfi is the 
freqilency with which contractors. Idetermine that their 
contracts offer substantial subcontracting opportuni&ies, 
neither the agencies nor the -fnteragency Committee' hayd _ 
developed- guidelines to assist the liaison officers iri;' 
making^ these determinations. „- , ^ 

No satislEactor^., listing 6f: -potential subcontractors has, 
be6n developed'. Prime contractors depend on direct6ries 
compiled, by private corporations^and some Federal agencies 
'but titose lists are limited either by' geographical ar^a or 
industrial classification. 

ThTTegutat-ionJias no provisiorf that require^, the use of 
incentive fee\cl^a to motiva't^ pVime.,-contrac^ors to Sse 
■ minority subcontractors. Neithef are/Federal agencies' 
■ui;gfed to consider contractors' commitment to the program , 
as k factor in -evaluating potential prime contractors. , 
ThJ program has not b^en implemented enthusjiasticalfy by 
• the contracting o.ff icferp or .the liaison officers of the 
may6T government contmcpors . , 

--^ ■ • ■ 
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STATE AND LOCAL CONTRACmNG 

<- ' ' ^ - '- . * 

. Mnorities and Women as State and Local Contractors 

^ T"^^ T^^ ^"^ ' 

. I^. SKate and local governments purchased $62.5 billion, in gooda 
and services from the .private 'sector in FY 1972; Minorities - 
and femalerowned firms, howevet, receiveiL less than s,even- 
tenths of 1 percent of the contracting ddllars of State .ancjL 
locar governments which were ablepo prp^ide data to the 
^J^ommission. .Unlike Federal procurement, a substantial portion 
of Statfe and loc^l purchases is for i^/tems bought in relatively 
small quantities from wholesalers ,and^ retailers r State and 
local governments aLso spend propbrtTbnal.ely more than the t \ 
Federal Government for construction. | Sinc(^"*a large, percentage! 
of minority firms are retail and- smafll (Construction ,compan;ies, 
' and female-owned firms are concentrated in retail industri/esj 
Ijotlrthe volume and oature of State and local contracting /should/ 
provide extensive contracting opportunities for minority and' 
V',' female,"OWned firms. ^ ' ^ - " 

,B. A large, portion of State and local contracting dpllars ^re 

provide\d"by.,Federal grants.* The Fiederal Government Has attemp,fced 
^ > through these grants to^ stimulate the .participation of minorities 
in State and local contracting. Fe'deral ef-for.ts„,_ however, .hailre 
not resulted in, a significant increase in State and^ Jx>cai - -\ — 
contracting programs and awards for minorities and womeii. Iri 
faat,^ few gpvernments are able to identify contracts awarded/ to 
minority and female-owned' fii^S; . . ** ^ / 

State and .Local Contracting with Federal Grant Funds' / 

A. Federal aid to State and local governments increased, from $Z^ 
billion in FY 1950 to $45 billion in^FY 19Z4. " ^ " / ' 

B. Title VI of the Civil Rights Act of 1964 authorized the Federal 
Government to prohibit discrimination against minorities b^ 
State and local grantees in the operat ion o'f their programs i 
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Execijtive Order 11246 as amended and 0MB: Circular Arl02 
are two measures ;adopted by the FeleraA Government that ^ 
are used a?"*the basis for requiring State andf local govern- 
ments tOxUndertake affirmative ac\^ion programs to provide 
co.ntratting oppor/tunities to minorities.. , , - ' 

Etxecutive' Order 11246.,- as amended in 1967 to' include a sex j 
discrimination prcjvision, prohibits discriminatory hiring 
practices loi^ fede|:ally-assisted construction pro'jec.ts* 
l,^ Hiring goals for minorities and women are .ijtiposed on 
; * contrabtoirs. by local government officials, ^nion offi^ 



2. 



3, 



4: 



5. 



c 

If 



ials, and contractor associations under t^ie order, 
f / a juri:saictiDq. with /a large concentration of mir 



iron-/ J 



t^es does not submit an acceptaile plan, tihe Secretary 



of Lab6r may impose a jtiandatorv plan on the are^a. 



xke voluntary and mandatory plinsT-that contap.n imihorit; 

/ ' " ' ' d ^ ' ' I - \ 

and female subcontracting claufses are rarely enforced 

by Federal agencies and State and local govprnments. 

^he Off ice of Management and Budget authorizes federal 
. agen(yies to ^require grantees to undertake affii^mati^e 

action »^'to ensure greater utilization o^f m'iho^i^y . 
^businesses through 0MB Circular A- 102. Femalejpowned 



firms are .not included. 

Implementation of -the ^circular *s minority contractins 

M . ■ 'I ' i 

provision- by ^Federal agsncies has been limited to paraf 

phrasing! the language in^agency grant agreements, but | 
they do tittle to ensure that State and locail govern- 
ments ar^ in compliance with it. ^ J 

. ; I . 
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.^11. - Contract Awards to Minoritieg and Women ' 

, A. Only 3- 6f the 11 juci^dictions that prQvided contracting data 
to the Commission awarded more than 1 percent of ,their con- 
tracts to minority or female-ov^ned firms. The average for all 
jurisdictions .was six-t.enth^ of 1 percent, for minorities .and 



i 



\ 



IV, 



four-one-hundredths qf 1 percent for women*' 
On the whole,, St^e and local gc^yernments h^ve^^not signifi- 
cantly increased the ^ward of contracts for se^'ryices, materials^ 
and ^upplies^^ to "e^ither minority or female -owr^ed "firms. ^^\^. 



I 



* State an d Local ^Special Contracting. Programs '/ 
^.A. Only 10 of j:he 76 jurisdictions that responded' to' th-e^ 

Commission '/s question, -.ire, or 13.1 percent,/ indicated that 
they had developed' special contracting programs. > 
The contracting programs range from Bipse directed exclusively 
towar^ minority and female-owned businesses to ^hose geared ' 
^ ^ * toward all small businesses. Their aim is to inJreasi the . 

numberf>n^d dbllar amount of CQntra'ctsi awarded^ to' airidy com- ' 
- .petitiye minoritjr and female-owned fiftrms. 
C/ The programs identified by the Commissior 



j administrative 6r^ statutory authority 

■ * ' ' / - r i 



ssion^a.re based bn eitlie^ 




1- Programs bafeed on admlnistptlvei ^uthority^vtcoricentrate on 
' ' - / J . > I h ' J " A* 

,p .informing [i^inorities and/o,r woWn ot contraction! oppor- / 

tunities or provj^ding thk4 relief from'bonding {require- ' 

ments. Th|' most.| effective are the |ed'erally\a^sisted: ^ ^' 

- construct&n projects. The followi^hg progrctms ,4inder 

J administrative authority have potetltial for' i^re/^si^g 

contracting opportunities f or ^mino^rities^ and/or W^^i^n 
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The Los Angeles program directs contractors to adver- 
tis.e invitations for subcontracting bi/s' in the minor-* 
ity news media, contact" minority contrac'tx^r organiza- 
tions for referral of potential subcontractors, and 
contact 'other sources likely to yield minority 
contractors. ^ ' . ^ - ' « 

A progriaRr^n L'ong Be^'ach, California, implemented an 

rational forum for minority and^ female entrepreneurs,^* 

^n addition to focusing on Federal and local mandates 
directing the solicitation of minority amf female sub- 
contractor's. The ]|rpcuremenjt- officer also developed a 
list of minority and female-owned firms and regularly 
attends minority business seminars. ♦ ^ ' . ' 

- A* similar program in Los Angeles County includes a 
minority vendors program, primarily for the purchase 

o^ s,upplies.. A key jslement of the program »is a require- 
ment^ that all informal -offers be directed to at least 

'two minority vendors. 

- ^ ' ir ' . y 

^ A . special bonding program was initiated in Philadelphia 
with an insurance company to provide bonds for all 
.suppliers whose contracts range between $2,000 ^'and 
$20,000 to increase minority contracting in the city. 

"The following factors hamper the success of programs based^ 
on admiriistrative^^authbrity : ^ / ' ^ 

- StaWtes or charters in most jurisdiction's wifch 'contract- 
ing programs/ based^ on, administrative aut'ffority require 
competitive' bidding, ^which presents a major obstacle^ to , 
establishing program^ fpt negotiating" coAtracts^^p/ithout 
competitive bidding./ Therefore, admin is^tr atiye ^^prqgrams 
are/limited to providing information^ d^ve loping^ bidding 
Ibises,- and ^encouraging minorities and women to- submit 

s- the ^nwill^ingneps of many ccjntracting officers to 

abandon iong-es^tabliishpd contracting practices net 
i^r' kir^cted toward mincfjrities or women is an ob§-tamfi_£jo^ 
'^'^^ef fective implementation of. special contracting progr/ams, 

- Efforts to increasefthe, number of mirfority and fema;p^-- 
firms on bidders* ^ists ^ave been -th^^arted by « contir^acting 

;practices', such as requiring minority arfd female-owned 

firms to compiy/With stringent prequalif icatio^^ 
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• - Without/l'egislafrive, authority or strong execuli^dV^fe^V''-^ ''i* ' 
.port, contracting officers, do not feel iustifffed^ -in- -^5" 
diverting staff resources to special efforts dbal^.A. - ' ' '* 
minorities or women. ' f ^, '\ V.. '■' 

■ ■ . .■ ' , \ '\ > . 'X / ■ 

3, Statutes and prdi'riartces provide /the authority for set-aside^./" 

cpntract prpgrams. and programs with infprmal bidding J^ovy^^i^/': 
cedures. The Gommission identified only 1 of -.■each, f rim the"/ 
\ .. responses to its questionnaire^ to State- and locaf 'govern- 

ments. Both have potential," but neither has been paxtp„^''\^ - 
cularly successf^in increas-ing contract Awards .to mlnov^'^ ' 
• ties and wamen. t ^ ' ' 

- The Illinois Small Business Purchasing Ael authorizes a ' 
formal- set-aside program in which' coritrtacts- are-with-, -•• 
•'drawn from general.'hompetitive bidding and reserved for 
"the exclus.ive--bidding of small firms:, particularly 
minority and -female -owned firms. * If . f ew6r than three 
'firms respond to an invitation to- bid 'or :if the. accep- 
. tance of the lowest bid would mean paying an unreason- ' ' ' 
'able price, the bids are rejected and the contractus K 
opened for bidding by ail firms. ■ ' " < . 

- The Commission identified one program ift Denver, 

Colorado, that has informal bidding procedures estab- 
lished by legislation. The Denver small purchase I 
ordinance authorizes informal bidding on any contract 
for supplies and services totaling leSs than $5-, 000 
: ■ and rembve^s requirements for perfoilmance bon~^ing and 

, |. prequalificktion for firms filling . these contracts, ' 

^ Limitations Common to all State and Local Sjicial Cbntracting Programs ' 
; ^A.' Mosp all of the programs suffer from poor dissemination; of ■ •/ ,^ ' 

information to minorities and women- as-we.^ as from ^poorly- ' /?] 

^ trained staff limited by their size. 

^ 1. The fa^.lurW td- receiv^ adequate notice of contracting 

oppo^rtu.ai-feies| is a mapor factor* limiting the effectiveness 
of .s^peci^l co^ntrarting programs. Only 23.8 percent pf th6 
minority, and female-oWned firms ^ interviewed were aware of - T 
any State or local contracting opportunities being offered. 
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2* informal bidding procedures /are not well advertised in 
minority madia, and State purchasing offices are remote!' 
from most mrtroraty firms. ' " * . 

3. Only- one program surveyed liad, staff members whp^demon- 
* strated an- awareness of th^e distinct problems of firms 

owned by minorities^ and women and the need for affirmative 
'^ac.tion to' increase- their ^^^^ in State and local 

''''' contracting/.' -Furthermor^e, the Commission 'found: \ (a) a 
^-16w 'tatio /Of mjLnority and female buyers :and construction 

engineers^ in. contracting staffs; and (b) negative and 
. even hostl\^5::attitudes;N^^ State and local procurement 
officers ^toward.. minority and female-owned firms. 

4, Program staff s -*have.tnpt been given any special trailing foi 

% M ^ j ' 

Implementing the programs^ in their jurisdictions. 



Fending Legtslative and ^Administrative Measures to Create New 
Programs'-,*' ^ / 

A. State 'and- local contrac/:ing officials indicated that the most 
effective special programs are the contract set^aside and 
programs where^'strong /leadership is exercised by chief exec- 
utives. Thus, sever.al jurisdictions have sought legislative 
.authority before implementing any business development 
programs/ but ndne has been enacted. . 

1. The Arkansas Smill Business Purchasing Bill would have 
provided for establishment of a small business bidders* 
list and the sjetting aside of certain categories of 

|commodities^ equipment; and services for the restricted 
bidding of siriall firms. The bill died in committee. ^ 

2. House Bill 743 in Pennsylvania would have created a 
minority business develo.prfient .program in the State depart- 
ment oJ^ coijimerce. An amendment to-tlie bill specifically 
included -^i^female-owned firms under the definition of mi- 
nority/business. This bill aj-so died in committee. 
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A' few other jurisdictions have proposed other measures, such 
as commitments^ to develop minority^ and fejnalfe business programs 

1. The Governor of Mississippi pledged to establish, proce- 
- • dures' for directitig/S.tate contracts to the minority 

. business" community. 

2, The City Counqil of Kansas City, Missouri, adopted a 
•resolution requesting the city manager to implement new 

^ - procedures to &ac(ilitate the participation of minority and 
female-owned businesses in contracting. Kansas City is one 
very few local jurisdictions^that views female" contractors 
as equally disadvantagelf but distinct from minority 
' business people. * 



/ 



RECOMMENDATIONS , • * ^ . 

FEDERAL CONTRACTING ' * - 

I. > Minorities and Women as Feder.al. Contractors . Within the next 5 years 
the Federal Government should increase the anriUal dollar value of its 
contlracts and subcontracts with minority males /minority females, and 
nonminority^ female-owned firms to an amount at least equal to thei-r 

'representation in all Amei:ican businesses. Thi§ means that in FY 1980, 
for -example, if* minority male^ own 5 percent of all businesses, they 
should be awarde'^ at least^ 5 percent o'f the total dollar atnount of all 
Federal' contracts. ,The same formula -should be applied to minority^ and 
nonminority, female-owned businesses after their number has been 
determined by a census.. . - ^ * . 

II. Data on Minorities and Women, as Contractors ' ^ > 
' ' ^ * . 

A.. The* Interagency Committee on Mi*nority Enterpiris'eVs Task Force 
-on Data^^should formulate unifor*m procedures for collecting and 
reporting information on government conti^.acts awarded to firms 
ownfed'by minorities and women. The owners of these firms 
should be cross-classified by sex for the tollowing groups-: 
(1) white; (2) T>lack; (3) Americans of Spanish-speaking back- 
grouifd— (a) Mexican Americans, (b) Puerto Ricans, and (c) 
others; (4) Native Americans (Indians); and (5) Asian Americans. 

T^,. The Bureau of the Census should^ immediately^conduct a census 
of female-owned firms tabulated by the following racial and 
ethnic groups: (1) whites; (20 blacks^, (3) Americans of 
' ^ ' Spanish-rspeaking' background— (a), Mexican American, 

(b) Puerto Ricans, and. (c) others; (3) Native Americans 
(Indians); and (4) Asian Americans. Thereafter, a census ^ 
should" be conducted every 3 years. ^ 

' V \ 129 • , 
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'" the Bureau of the Census should revise its Census of Minority 
Susinesses to account separately for the following minorities-: 
Xl) blacks; (2) Americfans of Spanish-spealcing backgrounds, (a) 
Mexican American, (b) Puerto Ricans-, and (c) others^ (3) Native 
' Americans (Indians) f and (4) Asian Americans, ^These data 
should* be cl^ssifie<J by sex, ' 

Meeting the Needs of Firms Owned by Minorities and Women 

A, SBA, IHS, BIA, and other, civilian agencies should m-'lze maximum 
use of cash advances to minority^ and female contractors, as 
authorized by 41 C.F.R, Section l-30.400,-to assist these 
firms fri meeting their working capital needs • 

B. The Interagency Commit,tee on Minority Enterprise in cooperation 
with OMBE,^ SBA, IHS, and BIA should develop programs that, 
provide for: 

1. Exerting special efforts to involve minority and female- 
owned businesses in manufacturing, tibnstruction, and 
research and development contracts^, . * , 

1. '^Training contracting spepialists to increase their aware- - 
ness of ^t^he needs of minority and female-owned firms and- 
the meri'ts and objectives of special efforts to provide ; 
them, contracting opportunities, — 

Zi Encouraging Federal agencies to recruit actively and to 
employ a larger ^proportion of minorities and wom€ri a's 
contracting specialists.,- particularly in supervisory and 
policymaking jobs. ^ ' ' - * 

4. Directing ;more icFederal loans to minority^ and female-owned 
-businesses that have potential for government cdnt;;racting. 

5; Improving the flow bf information on bidding and negoti- 
ating opportunities by such means as 'establishing a section 
fqV advertising potential contracts for minority and female-' 
' owned firms'^ in the Commerce Business Daily / 
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^hree Special Cohtractin;;:^ Programs - * 

A. : Federal efforts tV implemeat special contracting programs must- 
be accomp^anied'by a str-ong commitment by. the heads -of 9II ^ ' * 
Federal agencies and dep^tments. Thi^s" commitment must be 
comoiunicateci in forceful language to contracting personnel 

t all levels. There should also be better coordination 
ahiong the Jrjteragency:- Committee on Minority Enterprise, SBA, 
OMB^L and all Federal agencies responsible for implementing 
special contracting programs. 

B, Establi^iing: the EligibUlty .of Wohien for 'S pecial^ Contracting 
Programs 

/The PresidXitx, should issue ah' Executive order establishing a^ 
national pol\cy declaring women as- a group to be socially and 
economically disadvantaged and, therefore, eligible for ^existing 
business developWnt assistance programs; especially the con-. ^ 
tracting programs \iscussed in this report. The President 
should also: 




1. 



Direct SBA to revise it^ regulations to reflect mpre liberal 
criteria in determining the eligibirity of nonminority, ^ , 
f amale-owned vfirms'to\partici>pateyin SBA programs for the 
socially and economically disadvantaged. 

Direct SBA and other Fedelral agencies to increase the number 
and dollar value of colitradts available tp the* 8(a) and 
minority subcontracting programs to accommodate an in- 
crease in the participation or\minofit^ and nonminority 
female-owned firms , .while 'not d/l^inishing resources .for 
minority male-owned firms'^! 
Direct that SBA's Office of Business. Development be staffed 
.by persons concerned about minorityf and female business' 
development, and the number of minoritr^s and women^on the 
staff bV increased, commensurate with the\increased 
responsibility occasioned' by^^bringing wome^ into the 
program. ? 



/• 
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4. Create a task force composed of representatives of OMBE, 
SBA, Department of Labor *s Womgg4v3>Bure,au3^ .the Citizens* 

• iCdvi^ory Council on ^the^^Status" of Women,, the President *s 
• Task Force on the Rights and^lesponsibilities of Women, ^. 

and representatives of woniien s business organizations to 
' develo^p and* submit a de'tailed;-T)lan for' a special business 
' development program for women within 1 year. '\ 

5. Directy^MBE to .cbmpiie a comprehensive d^ectory of female- 

* , " \ 

owned firms cross-clas's^ified by race. » '^r- 

i C. Goals and Objectives . • ' 

The Interagency Committee shou^^d set goals for^ developing a 

.specified number of competitive construction, manufacturing, 

■ and research fims for fehe^'S (a)Vstibcontracting program, the / 

' "Buy Indian program, and the mihotity subcontracting prograni;^ , 

The ^8 (a) Program ^ ^ . ^ " 1 ' W 

A. SBA, OMBE, and, the Interagency Committee on Minority^. Business^ 

Enterprise should establish a comprehensive businessv.dev^lapment 

strategy, including \:riteria to be followed by regional person- 



nel administering the 8(a) prograil. The^strategy should cover 
but not be restricted to: * \ ^ * \ ^ 

Defining clearly w'hap is^ meant. ^by the term "attaining a om-^ 
petitive status." • ^ - ^ ' 

Describing the manner in \rt^ich_t.lie 8(a) program is to assist 
socially or economically disi\d,vantaged firms tp become 
competitive. 

Prescribing steps 8(a) firms must take to attain comp^^titive' 
• status. \ f ' 

r Devising methods for the 'participation of socially or 

economically disadvantaged firms-in manufacturing, con- 

struct^ion, and research, development, and .demonstrat;ion 

contracts. - . 

. ) . - 

The President should seek an amendment to the Small Business Act 

that would authorize tlie appointment of an executive levpi^^ as.so- 

ciate administrator exclusively for thec.S(a) subcontractiiig prp*^ 
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gram. Pending legislative action, the Office 6f Business Devel-op- 
ment (OBD) should be ^tra^isferred to the Asso67:ate Administrator 
for Minority Enterprise.. "Regional staff resources for OBD ^Kould 
be\<»cre'ased to'enable th^ program "to operate without borrpwed 
-personnel. These measutes would alleviat^e problems resulting 
from ; conflict of commitment within SBA's he.adquarters and ' 

regicna'l 'off ices. - s ^ " 

OBo'should be' staged by p^sons concerned about minority and 
female business development, and the number of minoritie;^ and ; 
women on the staff should be increased at' least to the level 0 
requested by SBA In its FY 1975 budget, 

SBA should appoint Skilled procurement, specialists to OBD ,staffs 
who'can match contracts with th^ appropriate contractors. These 
specialists should also be skilled at employing business develop- 
ment resources in administering contracts. 

The 8(a) program should be used to increase the overall compet- 
« itiveness of minc5rity and female-owned firms in manufacturing 
construction, research, development, and denionstrktion confracts. 
Federal agencies participating in the 8(a) program.and SBA 
s-houd increase the number and ave/age dollar value of 8(a) , 
"contracts so that 8(a) fi.ms are^ better able to improve their 
development potential. -» . / 

Heads bf Federal agencies should demonstrate their commitment 
to the 8.(a)' program by designating staff at every l,evel to 
watch for potential 8(a) .contracts. , ' ^ 
SBA and the Interagency^ Committee'should .develop^guidelines f or , 

the%Ble<;tion of '"potential 8(a) contracts , by the agencies. ^ 
^They\should provide f^lf: ^ ' , ; . , 
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Using bvslriesff platjs, to' project the' .total dbLlar volume 'and 
industrial/ classification o'f coritxacts^ needed to provide 
adequate Support for. 8(a) firms to achieve cor^(^^z\ii 



t 



status . / ' , \ ' . * 

2, Requesting that all procurement-'neeSfi within thk agencies, 
be sent to their^^mioority-^-femalePbusiness ^.development 
specialists to' .be screened^ for 8(a5 contracting pdtential. 

3. Establishing prqceclures to^infornj- the agencies of the 

,r ^ / classiiications and' qualifications, of •8(a)-approved ^irms. -r,, ^ 
T " S6a sfiould develop comprehensive uniform standards for approval V; ■ 
of firms for participation in .the 8(a) program' and- proV.ide / '^'J 
minority and female contractors sufficient technical assistance i 
.in developing lousiness plans, so that the plans ^:an b6 used as\, ' 
reliable basjes for apprnyal. . ^ * " • . 

•J. SBi should take gteps to improve Che match of contracts' :with ' 
contractors by foV^ating specific gui4elines^,£or its. business 
devi^lopmerit speciaksts to fblilo,w.' Federal agencies should be 



\ 



allowed more -disciretlion in matching contracts with cdntractors.. , 
but the anal selection and, terms of the contracts should be' ' 



but 
sub 



ject to SBA's approval., ^ ' , • ' " 

K. SBA [should ccfordinate and fully uti'lize available resources to 
- as5|st 8(a) contractors by coordinating, financial and technical' 
ass|stance programs, Aus igiving them maxinjtim, support in develop- 
ing their marketing djipabilities. / ' ' . ' 
.L. -SEA should develop criteria' a|nd procedures for terminating and 
^ graduating f irms fpom 'the 8(ai {jrogram. The. criteria should 

establish minimal performance leyels, for .determining continue'd. 
8(a) eligibility,. SEA 'should Aso require notif^i-c^ations of par/ 
. parti'ciprting firms by cectif ied\ mail of .their 'termination or 
" graduation . - > ; 




The Buy Indian Program 

A. The Interagency Committee o,n Minority Enterprise and^MBE shoiJld 
assume an actiye- rale in coordinating and mpnitorlng ,the Buy 
Indian program. The program also should 'be mqre clearlj defined 
to exploit fully its potential for Indian business development. 

B. The Interagency Committee, in cooperation with^the B3A and IHS, 
should dev'^lop a ^strategy for imgiementing the Buy, Indian Act to 
provide for: ' ' 

- Assigning IHS; and BIA a specific number and dollar value of 
Buy Indian Act' contracts to be awarded to Indiap tribes and, 
comijierai^l 'fijrms each fiscal year,. / - 

- Dir'ectinI area offices within each agency to compile lists 
" ^designating the sex of owners) of Indian tribes and com- 

* mercial' firms with potential for providing^ needed gogds and ^ 



services < 



Assigning technic-al assistance resources to Indian tribes " 
' ^ and commercial ^firms that are t,ailo,red to their needs. - 

Training contracting specialists in the implemejitatipn of 
the goals and objectives *of t>he ^ Buy Indian Act. I 

- ' bissemihating information on the program to Indian- entre- 

preneurs and tribes. * ' . . t 

C. The Interagency Committee should appoint a task force of 

representatives from the Department of the Interior and HEW to 
develop and propose uniform Buy Indian regulations for 'BIA and 
IHS, which should include: > . ' - ^ 

- Redefining "products of. Indian industry" in a b^roader ' ' 
manner to provide tlje widest possj^bl'e benefit from the 
Buy Indian "program/\ 

Deciding the extent to which , contracting officers can - 
" exceed competitive, prices in awarding contracts. 

JX. The Commissioner of BI4 and the Director of IHS each shqUld 

\ appoint coordinators to, monitor the performance of the Buy 

Indian .-program for: , ' ' . 
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Cotisis'tent inter,pretations of the program' s regulations ! 
Compliance with /policy directives. 



Efforts to increase the participation of Indian commercial 
■rvrms m the priogram. ■ _ 



- The compilation and continued updating of 1/ists of Indian ' 
firms, ,by sex pf owners and capabilitie^ . / 

OmE and^ the agencies responsible for Indi^h p^^ograms should 
cor^pile and maintain a. C(|mpletV accurate, |^and' current , direc- 
tory of al/l Indian firms.! \ ' ' 



/ 

/... 
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F. ' Th.§ Interagency Gommitteej shouldj conduct , Educational seminars 
on the Buy Indian p'rogranj and d/ssemihatj information on the 
.program and potential con,traptii^g, oppott4it/es -throughout 
Indian communities. 

The^ Minority ^Subcontracting Program 



A. The Interagencyi:eifmittre"e 



■§" Task Force /on Government Procurement 



GSA, DOD„ and bther Federal. agencies should' revise^'the 



... ) . ( ' / 

inority subcc^ntracting regulations to .proyide for: 

Imposing affirmative subcontracting- r^'quirements on, maior' 



acts- of $igro..,OOd or more instead' 



contractors with conti- 
/of $500,0(^0. 

! Directing prime contr^ctoU to m;aintaln .and submit , 
quarterly-reports on t^heir' minority and/cr female sub- 
contracting programs. 

Imposing a penalty"^on 
lof the value of the^ co 
nority and/or female s 

Including a provision 
to minority subcontrac 
the amount of the fee 



prim^ contractors of up to I percent 
itract fo-r failing to^ fulfill mi- \ 
ibcontracjting responsibilities.;: \ J' 

■equirVngj con^ ideratio"^ of commitment 
ing asi a factor when determining 
o be a|]|oyed paid. j 



Directing that past im^lem^ntitlioni ok the miriority subcon- 
tracting program be. a factor iH eValuading contractors ' 
proposals on negotiated procurement's." ■ 
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Tgto^-eragency Committee on Minor itf Enterprise, OMBE, and a|Ll 
pSSIirlgenc^es shoild develop goals and strategies fo|' ' , 
effectively .implemeiting. the ^fninority subcontracting prpgra^ 

1. The minority su/.contractihg Jl|use shoijld be used ^s a ; 
" means for increasing subcontract awardj to eligible mi- 

. nority.and female firms oh prime ^oont^kcts inv6lv|ng con- ^ 
struction, transportation, weapon andj electronic _^yste^i^™s 
development ,' government-owned contra|tor-operated^' faci. 
li-tie^, and. research and development,/ / 

2. OMBE should aw^rd subsidies to prim| contractors^ who / 
- • provide substantial subcontracting bpportunities and? 

' technical assistance for eligible i^inority and |female 

firms ,on contracts listed in B-1 t(j enable theyi to pay the 
" ■' cost of providing the- technical assistance. ' 
3r-0MRE should give' direct- grants to^minority an^ fera^e 
. firms whose staffs need training |to participate eflfect- 
ively in prime contracts "noted ip B-i. ■ 
Fftdera-l agencies should establish pyj'ocedures to be followed by 
small business specialists arid conttac^ng officers for moni-J 
toLng conf^racts for compliance wi^h the minorii:y ;sutcontcact^ 
i4 clause.\ Agency staffs shouldllso be'requilred fo Ust 
• prime coritrLts of f e^ng ^subcontriti^g opportunities and to 
cbllect d4ta\on the numb^r^and^t^ijes of subcorftratds awarded 
eo'minor^ties\and women, / 

ke Interagency Committee. OMBE,|and other F|'deral agencies _ 
ihould /institute procedures to Inform contrakor.s, of their ^ 
'respon'sibiaities\ and -provide, gii?idance for them. 
OMBE ihould comp^^|.e a comprehelsive and accurate directory of 
minoi/ity males to^feuppl-ement fe directory /reconimended in IV_ 
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STATE AND LOCAL CONTRACTING 

A. .' State and Local Governments 

-1. Within 5 years, State and local governments should^ increase the 
number and^ total dollar value of contracts and suI)contracts 
^ awarded to minority males, minority females, and nohminority^ 
female-owned f iras to. an amount equal to"* their representation 
in the business communities of each jurisdiction. 

B. Federal Action ^ ^ ^ . / . 

I. The Interagency Committee oh Minority Enterprise and GSA should 
monitor Federal agencies to determine the extent to which they" 
are requiring State and local governments to establish con- 
tracting programs for minorities and women. 
2. 0MB should amend the minority enterprise provision of Circular 
A- 102 to require ^tate and, local governmeats to increase con- 
tract awards to women as we^ll as minorities. 
, ^ 3. Federal agencies should enforce F^ederal policies and procedures 
designed to stimulate the^ development of special contracting 
programs^ by State and local governments, including affirmative . 

- ^ action programs required by Executive Order JL1246 as amended 
^^.^ and Circular A-102. -\ ^ 

4. Agencies responsible for monitoring 'agency enforcement of 
Circular A-102 and the Interagency Committee should develop 
a system for, the uniform collection and reporting of data, 
cross-classified by race and sex, by Federal^ agencies on 
contracts awarded to .minorities and women at the State and 
local level. Federal agencies admijiistering grant programs 
should require all State and local grantees to comply with 
. the reporting requirements. 
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■1 1-39 

State and Local Action • ' 

1. State and local governments should^^, establish sj)eciar contract- 
ing programs^^ increase contract awards to^rninority and 
female-owned , firms. JuriS(dictipns- that hav^ special "programs^ 
for minorities only should extend their cove^rage to include 
^.women and increase resources to accommodate-.them, without 
[thereby diminishing resources/ for minorities. 

2. jState and loaal legislative bodies should amend' statutes and 

charters that require competitive bidding in all circumstances 
to permit the selected negotiation of contracts without com-' 
I petitive bidding. 

3. Training programs should be established by State and local 
governments tro educate contracting officials to the ne.eds of 

! minority and female-owned firms and'^&he.^enef-its of contracting 

' I 

.with them, dispelling the unjustified, negative perceptions 

i ' ^ 
Concerning the productivity, of such firms 
" *! / I - / 

4. i Rigid prequalif ication stan|dards, such a§' requiring firms to, 

lhave been in business for a; year in ord^^ to bid on State and 
(local government contracts^,, should be abolished 'where it is 
^. demonstrated^ that .-siich. Practices are ^no;t .essential to good ^ 

♦ . " 1 contract administration. ^ / - * 

'5. istate and local legislative; bodies and? executive officers 
should s.upport minority andi female business develppment by 
allocating sufficient staff resource^^ to assist the firms. 
6. Governor's, county executives, and mayors should review existing 
\' procurement laws ^of their jurisdictions and .deterpji-ne" the 

extent, to which these laws peifmit the establishment of ^con- 
ti^ct set-aside programs. If there is no authority for con- 
^iact set-aside programs, the ^ executives should propose ^ 
' /legislation for such authority. 
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In the. absence of legislation authorizijig contract seL^aside 
programs^ State ^nd local government o^fficiais should demon- 
strate a commitment to foster minority and femal^' bysiness 
development by establi-shing minprity and female vendor and 
informational' ^.programs . They should also carry out the 
following: ' ^ \ ' * . 

- Develop lists of minority ^and female-owned .firms ' whichr are 

' to receivie copies of all i^nvitations to bid. ' 

i. ^ 

Publish.- in minority and f ema,le-oriented media^ arjd trade 
associations notices, of iavitations to bid, ^nd the names 
of departments and purchasing offices and goods or > 
services to be"^ .procured. > 

- . Initiate special efforts to prequalify minority and female 
I owned businesses for bidding on States and local contracts. 

Recruit and employ minorities and women and , other individ- 
uals who are. aware of and sympathetic with, the probiems^of. 
firms owned by minoritie^s and women and the need for ,a'f- 
firmative action to increase th'eir participation in State 
and local cohbracting. These individuals should be ap- 
pointed to'" either the executive offi^ies or to each procure- 
ment off ice to oversee speciarl efforts to involve 
minorities and women in confrapting. 

Develop and implement- special training programs for 
'procurement office^ personnel to learn how to administer 
'''special contracting progr^s for minorities and women. 

Conduct seminars to inform minorities and women how to 
prepare bids and proposals in ofeder to aellj to their 
State,* city, 'and local governments. 1 

Establish comprehensive data collection systems that would 
cross-classify contracts by the race and sex of the con- 
tractor and by .the type oi product or service purchased. 

State and local governments, in complying with Executive Order 

11246, ,as amended, should requii:.e that each prime contract 

include a clause provi(Jing for an aff ir^native action plan to 

ensure i:hat minorities and women are given an opportunity to 

bid and negotiate on subcontracts. 

^ ' ^' i 
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states without offices of minotlty business enterprise should- 
establish .programs that cover both minority and femal'e-owned 
businesses. States with OMBE's should expand their scope and 
Increase their resources to- include' women. 

State OftBE's should encourage the exchange of information" on 
special contracting programs between State and local goverh- ^ 
ments thrpiiglj national associations, such as the League of 
Cities . ^ : 



4 . 
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APPENDIX A 



METHOI^I^Y FOR SURVEYS OF FEDERAL, STATE, AND LOCAL 
GOVERNMENTS J AND INTERVIEWS WITH: MtNORITY-AND-FEMA-ET 
.OWNERSiAND^MANAGERS' OF BUSINESSES ' 
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J- . . < ^ ^ ^ 

SURVEY OF. FEDERAL. AGENCIES ' 

The qommiss ion surveyed 10 Federal agencies and offices responsible 
fo.r Indian progf|LiSs7 the Bureau of-IndialT^Sffalrs (BIA) of theTepartment ^ 
of the Interior,^ and the Indian. .Health Service (IHS), Department of Health, 
Education, and Welfare, , - - \ 

* The 10 agencies were^selected on/theWsis of the ^i^e of their pro- 
xurement operation and their^ reported participation in ithe"^itn^ity 
Entei^rise Program. Agencies that awarded numerous or substantial* contracts 
to minority firms in FY 1972 were included, as well as .^hose agencies that 
awa;:ded very few contracts to^such firms. ^ Since no datp were kept^ which 
would indicate which agencies awarded contracts to firms own.ed by vfomeri,^ 
agencies contracting for goods or services likely to.be provided by_^ 
female-owned filnns were incJLudedv Also, a "conscious effort was made to | 
include agencies that purchase a variety of goods and services, including 
constrtiction, manufactured goods, and research [^services. 

. Questionnaires sent %o the 10 Federal agencies, the BIA, and the IHS 
requested the following information: ^ 

1. The njjmber and dollar value ^of contracts awarded to 
minorities and women, according to' construction, manu- 
facturing, and service standard industrial classifications_^ — 

2. * The number and^oTlSFvaXue^ot subcontract's 
_,_minor^ties and women. » ^ 

3. J[ Whether the agency established goals for minority and 

• females contractors. ' * 

4. Whethlr the agency had established procedures, for imple- 
menting 'special 'contracting programs^. 

5. , Whether the agency had established procedures for dissemi- 

nating information on special contracting programs « 

A followup letter also was sent to the same agencies asking v/hether 
they were making any special effort ^to award contracts to .women and 
Wether they maintained data on thelnumber and dollar apiounts o£ contracts 
awarded to female-owned fiifms. . j 
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, Subsequently, interviews were conducted with .53 federal contracting 
officials in headquarters and three regional offices (San T!r^ncisco., 
California; bbicago, Illinois; and Denver, Colorado). Thes:e officials 
were selected, on the basis of their familiarity with or responsibility 
for operating the 8(a), minority subcontracting, or Buy Indian programs, ^ 
The objectives of these interviews were to obtain a clearer understand- 

^ * V . \ ■ : , ' . ... 

ing of how th.e agencies, and fche Small Business Administration -were carry- 



ing out their responsibility for implementing special contracting programs 
and/to determine" what . problems .they confronted \in doing so. 

Ten headquarters contracting officials were interviewed and asked a 
series ^of questions^ pertaining to their agencies' contracting knd 8(a) 
policies. Additional questions focused on three' major areas: 

(aO Barriers to minorities and women in government contracting. . 

(b) Measures being employed, by agencies to assist minorities 
and/or women to overcome these .barriers. . f 

"(c) The potential of firms owned .by minorities and women as 

government contractors. * . ^ v 

The remaining 43. regional and operating contracting specialists 

A 

we^e asked a series of 25 questions on operating procedures for the 
8((a), minority subcontracting, or Buy Indian programs. Questions dealt 
with the following issues: 

(a) Criteria for identifying requirements suitable for 8(a). ^ 

(b) . Whether there were any particular problems^associated with 

doing business with minority-owned firms. 

^ (c) ''Whether the specialists could estimate the volume of 
^ business done with female-owned firms. 

r ' , - ! 

(d) Procedures for negotiating/ pricing, and awarding contracts 
through the special contracting programs. 

(e) Methods used in determining the level of tecftnical 
assistance"an 8(a) firm required. , 

(f ) Methods used in setting* annual goals for the special 
contracting programs., 

(g) Problenls inherent in the operating prpcedures as they affect 
*SBA, the contracting agency, and the participating, fii 
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. Responses to these questions were in narrative, form and were 
relied upon in the Commission's analysis of the operation of the 8(a), 

9 

minority sub.contipactxng, and Buy Indian programs. 
' SURVEY OF STATE AND LOCAL GOVERNMENTS ^ 

Because of the lack of information on State and local programs for 
minority and female business development, the Commission sent ques£?on- 
naires to all 50 States^ 51 cities, ai?^ 36 county governments/ The 
cities selected were those whose. Standard M^etropolitan Statistical Area^ 
.included at l,east 500 minority-owned firms, according to the 1969 Census 
of Minority Businesses* An effort was also made to include those cities 
with a large number of minority constructiojci and manufacturing firms. 
Since there wejre no data to indicate where female-owned firms were 
located, it was .assumed that they also would be concentrated in the 
same urban areas. In addition, other areas were selected on the .basis 
of having a minority population of 50,000 or more. Cour^ties selected 
were tho^e in which the major cities were located, provided the counties 
had a separate governmental structure'. The questionnaire was, designed 
^ / to' determine^ whether: 

1. 't The jurisdiction could ^Identify minority and female - ^ 

contractors by sex, ethnicity, and race.. 

2. The jurisdiction was, providing business development 
assistance to minorities and females. 

3. The jurisdiction had special contracting^ programs fpr 
\ minorities arid women. ; . * ^ . , % ' 

\ > . ' ' I 

\ 4. The jurisdiction had developed a special data collection 

system to determine 'the ^ extent to which contracts were 

. being .awar-^ed' to minorities and women. 

5. > Legislative or administrative proposals were pending to 
establish special co^ntracting programs for minorities ^ and 
.women in the jurisdibtion.-^. . * , 

Approximately 55 percent, or 76 of the 137 jurisdictions surveyed, 
1^. responded to the questionnaire.*"^ See table 17 for a li??t of the respond- 
ing jurisdictions. 
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Followup questionnaires were sent to ^ive jur'iskctions -^311 states. 
These were the only Wrisdictioris of.the^76 respond!^ to the Commission's 
questionnaire that indicated they collected' data on contracts'awarded to 
minorities and women.UThe States were Ohio, Texas,/ Washington, Minnesota, 
■and 'Missouri. This qufestipnnkire request4d the numbir and dollar amounts 
of contracts 'awarded to^^minorities and women, cross-classified by race^ 
ethnicity, and sex. ^^Generally, the data received were sketchy^ and Jnot 
ciross-clas^slfied. " . ' ^ . " 

* The Commission conducted interviews with 50 State and local contrac 



ting specialists in the 10 jurisdictions with special 
grams ^ for minorities and women. The purpose of these 



or 



contracting pro-* ^ 
interviews was to 



determine the characteristics of th^ program, how they were being imple- / 
mented, and whether they were -producing results. 




/-.. 
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Facsimile ' • - ' - 0MB No/ 115-573001 

, . .; Approval expires Sept. 30,. 1973 

QUESTIONNAIRE TO state: AND LOCAL • \ 

GOVERNMENT REGARDING TIIEp' GENERAL . ^ - / 

AND MINORITY PROCUREMENT PROGRAMS ' • / 
■ . . > . - --^ , ■ . ' 
\ GENERAL" PROCUREMENT • - - . 

, 1. Do\you"have a procedure for determining the level of minority and 
* female participation in ypiir general 'procurement program (as* 
N. distinct, from any. special programs to p,urch^'se from minority or 
women 'suppliers)? ^ > ' » * 

\ds NO ^ , . ^ , 

J'^^ ly •'YES," attach' a statement explaining the procedures followed. 
ASSISTANCE TO MINORITY- AND WOMEN-OWNED FIRMS - 

2. ,Does your government assist minority- and women-owned businesses 
-in any of the ways, listed below? - ^ 

Loan programs * NO^ 



a< 



b'. Technical^ assistance ■ YES__ N0_ 

■'Packaging'' " ' YES NO. 



c. 



•r-. d. Other (Specify) ' ' " YES__ N0_ 

— — '■ ^ r 



• Attach a brief, >s tat emeol describing the activities checked. 

3i If the answer td. 2. is "NO," does your government plan to 
■ * establish a policy or program for 'assisting businesses owned' 
'by minorities and \w6meri in the near' future? 

YES ' \ J NO \ - ■ ' ■ / 



\. l£ your answer to 3^ is "YES," indicate whether lefeislatiye or 
executive a'ction Is pending". 



YES ' ■_ 1^0_ 



207 "Packaging" refers to assistance in the development of business 
proposals, presentation 1:o SBA, arid the provision of- on-going technical 
assistance ^ 
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6. 



• 8. 



Does your governmehtilhave a policy of assisting minority- an 
women-owned businessffes' through a special cbu«:racting program: 



YES , 



Instruction: 



NO 
0 



If fih^ answet to question 5. ^. "YES," respond. to 
item^i:8,rll. If the answer to question 5. is "NO," 
respdhdf only to iteifis 6-r7. 



If the answer to is "NO," does your government plan to establish 
a policy or prografn of assisting minority and women business develop 
. ment through speci'^X/ contracting progrAns?* . - ' ' <^ 

' YES; NO • Jl / ^ ■ • ' 

^^'^^.^"f" tamestion 6'. is "YES, " Indicate whether legislative 



YES.. 



:ecutive acti'dn; "is pending 
NO 



Providfe copies or* concise statements of your contracting- policies,* 
programs/ and operating "instructions designed to assist* firms owned 
by minorities and*' women ... \. > . , . 

a. oLwhat d'aj(e/was your special contracfirig pr\pgram 
* initiated?' 



i.. 



(month and year) 



b; C^eck below/ the authority jfor the program and attach copies 
; of Stelevant;/ documents; 

__(ai) 



Statute 
Regulation 



.(4) 

J 



Executi^'.e order 
Administrative .directive 



/ 



Does yourf program/for assisting minority- and vJonien-oWned 
businesse^s through' speci^a! contracting procedures! include a 
proyision' for subcontracting,? x ' 



YES 



NO 



\ 



'208. A minority business, as defined by th? Small Business Administration 
is a business concemvwhich is at least 50 percent, owned and managed by 
individuals from racial and ethnic minorities including the following: 
Blocks.;- American Indian, Eskimos, and Aleuts; Spani&h-sarnamed Americans 
(including Mexican 'Americans, Puerto Ricans, and Cubans,); and As\an V, ' 
Americans • , ' 



y / 



d. Does your program ipx assisting minority- and women-owned 
businesses include a, provisioa fox awards to mihorit^les or 
women' to establish .concessions on gpyernmerit facilities or 
properties? * ^ - ' j 



YES ^ NO, ^ 



\^ich '0f the following groups* does Vour speci^ial coittracfcing program 
se?k to identify and .serve? ' ' ■ • ' 



\ , ' . ' 209 
Blacks ^Spanisn-speakxng 

. Aiherican "Indians Mexa^can , Americans 

* . Eskimos ' . ^Puerto Ricans 

' Aleuts ' ^ , \ / Cubans , "T^ ^ . ; 

^sian Americans : ' Other Central or ^outh Americans 

Spanish* ^nbt specxfxeq, 

Women 

; ' Other (specify) , 

r. " 

10. Attach a copy of the forms or format used in collecting da^a on 
the participation of the above checked groups inf your special: 

a* Prime contracting program 

b. Subcontracting program 

c*^^ Concessions progi?am ^ 

11. Please provide the following information concerning the person prin 

* ^cipally responsible for administering your mjinority , and women busi- 

• ness development program: ^ r - 

^ ^ a^ ^ Name ; — : 



Ti-tle 



Agenoy \} 



-7—^ ■' T 

Area' Code Telephone. No 



(209-. The categories of Spanish-speaking used here ape consistent with 
/those used in the U.S. Bureau of the Census, Minority -Owned Businesses: 
'1969 MB-1, U.S. Government Printing Office, Washington, D.C. 1971. 
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year (FY 19 ): 



sThe size of ^lis or her profefesional staff: 
The size of his or her bud jet for the last full Eiscal 



The name, tide and addres 



dress 



his or her superior: 
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INTE RVIEWS WITH MINORITY AND FEMMX CWNERS AND MANAGERS OF BUSINESSES 

J£fie Cqnimission utilized an accidental nonprobability sampling of 
.minority ^and femall entrepreneurs to obtain their views arid ^impressions 



abotit' the problems^they confront in efforts to .increase their Volume 
of government contracting and/the effectiveness of special contracting 
programs. The interviewees were identified during May to August 1973* ^ 

'nie first problem faced .by the project team in identifying the inter- ^ 
vieweesxwas. to determine the universe of minority and female fj^rms from 

"wlrich~^"~^S^l"ecrt^^^ coirld he made. Sl-nce the Bureau of- the Census had 
conducted\ a census oif minority businesses, i^utifying 322,000 firms 
(4.3 percent of all ^p.S. businessesj^hd' the Office of Minority Business 

^Tinterpr isi^'lS^ orie s of minority busi- . 

nesses,. a comprehensiv e min orit y base was readily available, (th p. n^nsus 



to develop a universe 
(a) . The, team c 



of ^Minority. Busxne*sses does not distinguish between firms owned by 
minority males and females.) In*the absence of such a known base of 
female-owned businesses, however, the team initiated the following steps 

of firms owned *by women: 
_ontacted representatives of the Center for Women 
Policy Stuiies, a group concerned with .sex dis^crimination 
in credit; kdvocates' for Women,' an ^organi&atioh urging 
governmental programs^ for women in business; the Southwest, 

Business Conference;' the Association of Indian and (Jhicano 

... , J* ^ 

Businesswomen;, the Spokeswoman ,, a feminist publication; 

the National Council of Negro Women; and Women in. Con.- 

struction, a grpup invqlved in* assisting women to become 

journeypersons and subcontractors in the building trades'^ » 

The Commission's. Women •s Rights Program Unit also was ^ - 

consulted for leads 'in identifying organizations and .individ*? 

ualk that might; have, or know of,vlists of female entrepre-;. . 

■ \ ' ' ■ ' ^ ' ■ ' 'i 

neurs. This effort yielded little more than the study team.s 

1 ■ % V 
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b'feing advised of an HEW-funded Study by Wanda Banks Associates 
Inc., of women involved in evaluating HEW programs. This 8- 
month study (begun in October 1972) was intended^^as a "mini- 
census*' of female-owned firms capable of contracting with 
HEW in fields other- than construction, manufacturing, and 
building service. The .Banks study group identified and sur- 
veyed over 143 women s associations, incliiding the League of 
Women yoters, the National Federation of Business and Pro- ^ 
fessional Women's Clubs, and the National Women's Political 

■ — ^- — : __ — : ^ ^ ^ — 

Caucus. They also surveyed s^me 2,850 loc&l female business) ^ 
civic^ and reflated organizations for the names and locations 

government contracting potential' were identified. 
^l^y. The Small Business AdministratforP s directory of fi,rms 

,j approve'd for 8(a) contracting was screened for all businesses^ 
naming female principals. Of the 59 so thought to be female- 
owned, 38 'were , verified through telephone inquiries to. be 
^female- owned. 

(c) . A list of 125 feinale equal opportunity loan recipieuts, com- 

piled by the SBA, similarly was reviewed. This yielded three 
finfts with wiftich the government might ^ontract. • * \ 

(d) . Letters requesting "lists of female-owned firms that had' filed" 

— » "^^.^ ' ' » * 

prftqualif ication forms for submitting bids were .sent to 10 

« ^ --^ • 

Federal agencies responsible, for most ot the? government/ s 
conti^acting. Only HEW had taken .steps to obtain this infor- 
mation by issuing a co;itract for the -development of a direc- 
tory of female-owned firms which either had obtained contracts 
with HEW or had the potential for contracting with the pepart- 
ment. ^ ' , ' . * 
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(e). A roster containing an additional 9-9, primarily; black/ women 
owners of 'firms was secured from the report .of the 0>BBE- 
- sponsored National Conference on Business Opportunities held^ 
in June 1972. Twenty new firms were identified as capable 



of contractJ:ng with the Government. 



A tota 



1 of 324 feinal^-'o™ed firms vere listedJ but afjter adjustments 
e duplication among the various lists-, tjhere were 283 feirid.le- 



to eliminate duplication among 

• \ ^ • ^ \ 

"pTOed fiirms. Of this jtotal of 283, 120 were considered to have ^th;e 

capability for government contracting, o. i \ 



2. Next, the project team determined the numb^er of minor ity^and female- 
owned ^irms whose business /'(goods arid services sold) conformed with the 
indus4:r!i^l*..alassi£ijCiai;io.as^,inuwUlc^ 

retailers and wholesalers, among others, \^ere deletec} from the 322,000 
total minority-firms and th^ 283 total femalVowned^ims"i:de^^^^ 
the ^Commission. This was easily dopie for minority firms covered by the 
Census of Minority Busines^, since i{t pro^^ides tabulations by standard 
industrial classification. (See tabl^ 18^) Despite tbe "small' universe 
of known femal^-oWned firms, the absence of a census made [this ,step more 
difficult than' for male-owned firms. However, from- the varpLous lists, 
120 of the- 283 female-owned firms, were in the proper industrial ela^ifir 
catiDri for government contracting. - ^ 

3. To select potential interviewee^, it was necessary to refer to vari^ 
ous directories of potential minority cont j:\actors, since the Census^ 
^Cmpilation,of minority businesses did not .identify 'firms by name. Over 
&/b00 minority businesses— i.e. ^ those in the ajjpropriate industrial, 
classifications— were found through SBA's list of ,8(a) contractor "eli-^ 
gibles, TryrU^ (a directory of minority *manuf actors ) , HUD's minprity 
contractor construction registry, and McDonnell Douglas' regis tr3| of 
minority contractors. (The* 8(a) list was used in identifying 38 female- 
o^wned firms.' Try-Us «and the JlcDonnell Douglas and HUD registries were 
not useful in this regard.) - ' , > 
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Table. 18, ^N0RITYA(MA.LE AND .FEMi^LE) FIRMS AND FEMLE^^klNORITY AND 
WHITE) FIRMS JN RELEVA^^^ mJOR STANDARD INDUSTRIAL CLASSIFICATIONS 
INTERVIEWED. BY_IHE.jCOMMISS ION. - ' ' ' . - 



Industrial 
Claissiflcation 



^^o. of 
Minbrity-Ovned 
Mrms 



Total 



Inter- Total .No. Inter- Total No.- Int^r- 



Construction \ 29,695 
Manufacturing' ^.8,016. 
Service - ' .49,416 
^Conceasions'=^ —.—^-^ — 



, (Service) ' - — ^ 



Total 



87,127 




No. of Female 
Minority- Owned 
Firms . 



Nb. Female 
Npnrainority-* 
\ Owned Firms 



^5 
80 



4 
2 

11 



29 



'91 



20 



29 



21" 



* Indicates total no. o^f minority-owned firms but not identified b>v male 
or female.^ ^ J / ' ^ * - - ^ ^ 

'Thev comparable lists frok \^hxch minority and female-owned firms ' 

* ' . N \ j 

.were selected then contained the\hames of' 8^ 000' of 87,^.27 minority- ' 

owned f itms. and 120 [of 283" identified ^female-owned firms/ 

Fin^llly, ,the temn reconciled the locatidns-.jof the minority- and 
V' - - 1 / t ^ ^ ^ ^ Nil * 

female-owned firms identified in above with the eigltf areas selected 

for field visits. The selection oj^^ field sites was, based upon their < 
levels of Federal ^ional cohti:act:^ng activity and Responses to question- 
naires ,serit to 137 State and local govfemments' to determine the na^ure\ 
and extent of their involvement in minority and female contracting and. 
•business development; Interview appc^ntmftnts .then were made with a ^ 
many of the female entrepreneurs as. could be located and contented i:o. • 



•be intefyiewed . 

, , Interviews were conducted .with 84T~^r X^pei;c6n>.— of identified • 
minority male-owned firms and with 20 minority, females-and .21 nonminpr'ity 
females—or, 34.1 percent— of .the female* identified by the Coipmis'&djon 
staff as business owners. (See table 18'.) ThAe included 13 (34 per- 
cent) of 38 female-owned firms and 78 ,(4.4 percent) of ths 1,744 minority 



/ 

/•' 



i.cxpatxng xn 
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The^e 



maleroxTri^d firms participating in the 8(a) program. 

interviewsVere conducted in Arizona, Calif ornia,. Colorado, Illinois, ^ 
New kexico, New York, . Pennsyl<^an|a, South Dakota, and Washington, 'D.C. ^/ 
Arizona and New Mexico were chosen to intferView parti^cipants in t-he Buy 
Indian prbgram, and Mew York and Washinge^n, D,C.,i*were selected because 
the Commilsion ^^ta£f was able co identifylmor^ female-own^d "firms located 
in the two cities than in other cities w\iich the Commission surveyed. ^ 
Finally^ ^Interviews were conducted by telephone .tojreach female entrepre- 
. neurs located tn other areas of the country the Commission staff did not 
visit -for Onsite interviews. . ' 

• ' I Most interviews were conaucted in jurisdictions which indicated that 
they had' established special contracting programs for minorities."^ Thus,- 
since half pf the specia^ Sjtate and local programs were in California, /a 
large percentage of the interviews were conducted there. Several^ret^^Llei?^ 
aiKi wholesalers were chosen (because' they already had government corifrracts 
or weBe potentially ab.le fcolseil to State ^nd local governments, xiie , 
CommrssioB focused, however,, on representa€iyes bjE minority and female 



/ 



construction and manufacturiWg f irms Other interviews were conducted' 
wh^re government spending for hardware » cons,tructi6n, ailH. services/Vas 
substantial.'.' The Commission | tried tc^ determine why these intpryiewees 
were not. obtaining mqre goveiinment' contracts and , how they 'had fated^m 
the special contracting prbgir'ams. (See the interview guideline for^ * 
minority , and female- entrepreneurs, page 168). ^\ • ^ 

TYPE AND SIZE OF FIRMS ^fflOSE CT^RS WERE I-NTEkVIEl-JED ^ \ 

The racej sex, .type, size, and industrial clas'sif ication of firrri^^ 
whose owners were interviewed* are summarized in table 19. Tables .20^v^ 
through 25 show the industrial .distribution, grx)ss receiptsj/and numbe-f 
of employees of these firms, ; . ' 
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Tk^iEj 19. ' RACE ANC SEX OF THE CWNERS, OF FIRMS INTERVIEWED 
^1 ' i ' '.Black Spanish Speaking Asian. Indian Other ''White Total 

















Male ' 


16 V 




A. 

y 


2 


0 ^ 


lb 




2 " 


A I 0 


0 


0 




2 




18 






2 


0" 


28 


'qONS;l:R. ^ 














/Mal'e^ 


10 


9 


'.1 


3 


0 


23/ 


-Female ' ^ 


2 


0 


0' 


2 


0 


' 4 


Totil 


12 


-Q 


■1 






■" ^'27- ' 


SERVICE^ 






• 








ftale 


17 


6' 


0 


4 




! 27 


Female 


ii 


. 0 ■ 


0 ' 


0 


, 21 


32 


Total : 


28 > 


: " 6 - 


0 


4 


21 


59 


DISmBUTION 




f ' ' ' 








■ 1 


AND pOKCESSIONS 












Jiale ^ 


4 


1 3 ■ 


0 


1, 


0 


8" 


--Femac^le^;;^-^^;*" 
Total ^ ' T 


7 




■ 0 ■ 


- ,1 


^ 0 


3 ; 






• 0 


2 


0 • 


11 


•TOTAU ' * • 


64 


' 26 


■ 1 


13 


'21 


. 125 i 



(TABLE 19.' ,CONTINlffiD) 



B-iack Spanish Speaklngt Asian Indian Other Total 



■ r\ 



&(a) CONTRACTORS 



\ Male 
Female 
jotal 



39 

11 \ 
50 



BUY INDIAN CONTRACTORS ^ 



imle - 
?einale 
Dotal 



M^le J 

Female 

Tcital 



8 
6 
14 



, TOTALS 

Mal^ 
■ Fem^ile 
ToUl 



■7^ 



47 
17 
64 



24- 
0 



0 
1 

I 



Interviews by Program Particxpati-on: 



Buy Indian 
All Other 



/ 



78 
. 36 



Total' kntervieweejS JT* 125 



2 
0 
2 



26 
0 

2'6 



9 
2 
11 



0 
0 

0/ 



0 
20 
20 



1 " 10 

0 N 3- 

1 . X3 



0 
20 
21 



13 

78 . 



9 
2 
11 



/ 



10 

26 
36 



84 
41 
125 



\ 
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TABLE 20. TYPE AND 


SIZE 


OF rTRM55 WHOSF 






No* of Firms 


, Type 


No, of 


Reporting 




Firms 


Gross Receipt 


Construction'" ^ 


' 27 


• ' 26- 


>Ianuf ac tlir ing 


28 


22 / 


Services 


75 


^5 


'Distribution and/ 






Concessions 


11 


- 6 



RE INTERVIEl^D 



Averag4 Average 

Grossji Nq. of 
Receip<:|s Employees 



.. $595,334 
$552,174, 
$272', 080^ 



'V$770,!d 



00 



22,1 
40 ..3 
•26,3 

n2.7 



'^One company accounts for over 8,0% of $5.4 miljliqn of total gross 
receipts. When this firm is excluded, gross receipts average $215^000 
and' employees average 7.5. 

\ 



TABLE 21. SIZE OF ALL FIRMS, BY GROSS RECEIPTS, UHOSE OTNERS WERE 
INTERVIEWED 

N 

Income 



X/ - r^ ' Distributipn ^ i , 

Constructiort Manafacturmg Services , p««^^oo.'^«oTotal 
» > ° I and C^onsessxons- 



' $0 - 10,000 
10,000 - 9^,999^ 
100,000 -499,999 
500,000 - Over 

Not Reporting; ^ 



11. 


" 0 


0 


. 4i 


3 


13 


11 


' 10 ■• 


13 


, iQ 




5 


i 


6 . 


28 


11 


28 ' 


5/ 



\ I 




Total 



1,1 



1^5 




i / " 



181 



165 



TABLE 22. TYPE AND SIZE OF MINORITY MALE-OWNED FIRMS WHOSE CWNERS WERE 
INTERVIEWED' " * , 



Type 



No. of| Firms Average Average- 
No. of ^ Repdrting Gross No. of 
Firms Gross Receipts Receltfts Employees 



' Construction 23 
Manufacturirtg | 26 
S.ervices . 27 

Distribution and 
'- Concessions . 8 



f23 
22 
12 

3 



$656,682 
$552il74. 
$391,388 

$250,200 



2.2- 
40.3 ^ 
40.0 




'TABLE 23. SIZE OF THESE MINORITY ^sto-OWlvED FIRMS BY GROSS RECEIPTS 

,■ ^ ■ J Distribution . 
^ Constructi^ri-^ufacturing Services conc essions Total 



* ^ Income 



' $0 X- 10,' 000 
,10,000 - 99,999 
100,000 - 499,9S13^' 

Not Reporting 




13' 
- 10 
■9 

4. 



4 
11 

.3 



1 

lO' 
V 32 
'24 

17 



Total 



23 



26 



27- 



84 
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TABLE 24, TYtE AND SIZE OF FIRMS CWNED' BY WOMEN TOOSE CT^RS WERE 




No,, of Firms ^ j 
^ No. of Reporting Average ' 
FiruiS- Gross , . Gross . 
Receipts Receipts 



klverage 
No, Employees 



/Construction • 4 

, i Manufacturing 2 . 

Services ^ 32 
^Distribution 

C^njiessions ^ 3 



-5 W-^^' 



$125,000 
161,954 
*1, 400, 00.0 



7 

15.6 
*11 



'^One ^well established firm, which owned by a black, women, accounted 
for, a major' portion of the gross receipts for this category. If this firm 
is excluded, the average jgross receipts for the" :^emaining two firms was 
$22,700, and they each had one emgTbyee, * . 



table' 25, SIZE OF THESE FEMALE! OWNED FIRMS BY ,GR0SS RECEIPTS 



Income i 


Construction j^*^^- 

faC'turing „ 


Services' 'Distribution 

and Concessions 


Total 


$0 - 10,000 
10,000 - 99,999 
100,000 -499,999' 
500,000 -Over 


2 Va^-' 


■ :o' 

■ f.9 


' 1 
1 

1 


, 1 
11 
4 
3 


Not Reporting 


■ 1' ' >M'.2- 


■;19 _ , 




22 


Total 


4" ^ . - *;^t 2 ^ 


32 


3 


41 


*Two' firms reported 
"by black women. 


gross receipt^ of over 

l . 


$1 million. 


Bouh were owned 













\ 
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*^-Int:erview Guideline 

For ' 



Characteristic 
Name of £irm 



Minority and Female -Oi^'ned F*irms * Represent atives | 



s of finn: 



•Name U offi|:cr interviewed 
Location . / L. 



Title / 



1/ 



Organizational Form_; L_ 

Length of time in business;_ 



standard Industrial Classi^icatipn or^ gopds or services produced. 



* Goods] or services pr'qd'uced . 

Gross liicdnie' from salesfi 



1569 
19^70 
1971. 
1972 



No of. Employees 



O^^nad by jninority J_ 
Asian 



Women 



Alui^t^ 



Black 



Spanish Spqaking _ 
American Indian^ 



Disseir.ination of Inforniatloln . * ^^-"^ 

a. Are ylou av7are of any Ispecial, contracting program operated by 

your: i ^ . 



Static-- yes 



-no 



184 



Are you avare of the foliating Federal special contractin| 
programs : |- ' • I 

SBA 8Xa) Subcontracting Prograni . . ^ 

Minority Subcontracting Program 

, Buy Indian Act Prolgram - ^ ' 

Concessions Program » > 

c*. How did y6u hear of any of these programs? ' * ^ 

Radio 

*T.V. ^ ' " ; : 

Business 'Organization , 

Government Publication « 



Has your firm ever bidded for any contracts offered by: 

Federal Agencies yes no _\ , 

State Government yes no 



County Government yes ^} no ^ 

City Government 'yes f|no ^ 



Has your (inn,been successful as a bidder for .government contrac 

Yes •. No 

If so, indicate the mraber and d'ollar a^nf^unt of conLractrs won. 

1969 ; ' ' ^ 

1970 . . 

■ '^"''-—■185 ' ' ■ - - . 
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5.. IWve you registered fo^: participation in any of the contracting 

programs? !|f so, designate whith programs:^ ^ ^ 

" > Date 



tfdexal 
Spate, 
Coiinfcy 
City 



'6. Hav^ you been* rejected certification or registration in a spe'cial 

contracting program? Yes No - . \ 

a. If so, vere you given a reason for the rejection? Yes ^ ^ 



No 



b. a-reason vere given for your re jection, please describe^th6 



■ 1 ■ ' ■ 


1 














_ — -| r 



7. Il^e you or members of your firui had^^ any difficulties understanding 

the procurement regulations? "Sies No 

* 

explain your difficulties. ■ ■ ' 



so, 



186 



^ lib . * -K ' 

8* If you have, lost contract bidr>, uhich Reasons are most pftGn giv^ 
for your- not being a«?arded contracts?^ - ^^"^ 

Track xccord _ 

Expertise /record 



I tack of working capital J_ 
Insurance and bonding 



9. Generally, have you been a successful bidder for government cont/ac.t^?^ 

. " ^Yes . : No 1^ - . y 

10. ^ Are your governn:ent contracts for periods of: ' ' 

Under 6 mos. ^ . - . 

6 mos. to 1 year ' . , 



1 to 2 years 
^Pver 2 years 



. jll. Do you believe that Minority ,and/or women-ocvned firms are only 

inv^^tcd to bid on cotvtracts to provide services to ihinprities .or in women 
riklated areas^N ' ^ \ 

Yes \ - No \ ' * 



■ ' • ' . ' til ■ . 

12. Do you. believe that, special contractins programs, as they are presently 
'Operated, ar% helping minority and women -o\'?hed businesses (those v7ho are , ' 



covered by the program)? 

Yes ■ ■ ^. ^ No 



/ 







i 

1 




5 




. -7 














■■ •-•'\." ' X - 






1 ' 








9, 




1) 


/' 





13.. TTThich programs arc the' most h4lpfui? 
. 8a SuDccntractin°; 



Mitfority Subcontracting. 



'Buy. Indian Program 



State Programs 
.County Prograjj]s 
City Programs 



"7^ 



'J 



14. Dp you find it nepessary to 6b tain performance bonds a condition 
tp yoijr being, awarded a govarnn:ent'~c^itract?.A , . • . 



Yes - 



No. 



\ 



. ; - - ~ 7 ■ ^ 

a.>^£ yes, have you applidd for the S3A Bond guarantee? Yes 



No 



■ « 



■b.T— Xf_ft^,. has ^th^SBA bonding prograiri^begn .helpful' iu solving your 
bondiag problem.^? Yes/l. ^ Nof 
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i/ 



Coirments: 



15. Do you believe that goveninient contracting oflicer^ and specialists' 
impose more stringent criteria, in the bidding and selection process, on . 
».jiiinorxty ind/ or women, firms? 
Minorities 

f \ 

Yes 



" s 



^ Yes "i 



No 



Women 



1 * 



*No 



If so, how. arc these more stringent criteria manifested? 



■A 



16^ Do you be]ia^^ governir.ent contracting officers and specialists ' impose 
more strirjgcrit criteria on minority and/or \;on:en owned firr.s in contract 

• I . • 

adminis trqtiqn? . , •* , 

Minorxti.^s - • • Worse n ' V 

Yes/ ____ Ko , • Yes 1 ' 

Ir sd, hav are these n-.ore strir.g^nt criteria ir.aniCosted? , , . .j. 



17. Vlhlch, of the foilowins problems have you encoutitcred in the .^o^e rat ion 
of your government contracts:' ^ ' 



a. Failure to understand what vas required of yoii? ^ 



. ,b. Failure to unders^tand governraent contracting regulati6ns?_ 



■ c. The demonstration of hostile • attitudes tcv/ards your company by 
governinent' re.prasafiatatives?^_ ^ 



\ S. Slow approval |of your invoicfe"^ and 

\ /; ■ ■ -J \ . 

»y e.. Ifailure to obtain an advance?^ 



late payiaents?^^ 



In vhich sector did you encountei: theke difficulties? "FeSer^l 
State/ > County ^ City \ , 



Coiranent : 



/ 



I -. ^ ■■■■ _ ■ 
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is. Whi9h of, the follraing arfe your 3 .major -p^Sjtacles t<^ ojbtain^ng ,nior.e 

^ ^ ' / , ' • j ^ '/ V - . I ' i • * 

governn^eni: contracts;? • / * * . , / , 

a. Urid erst and ii^ of governnient contracting procedure's? « 

,b. No kno;;ledge of future b'iddfng opportuir' ties? 

• . . : . " \ - ^ ■ ^ — 

'c.^ Inadequate Tn;arketing' st^f £? 

•»» » ^ ' ■« 

d. Inadequate tfack Record? ' . . 

e*^ Oyfeirbidding?-" . 

.Insti.fficient-worki'ng' capital? 

g>^ Bondilhg? \ > • ^ 



hii, Preparatdori of bids and proposals? 
!• , Iriac equate staff?- 

Pre2;el/ection before 'the formaj^ b,adding process? 
* Comment : 



I. 



■i . 



V - i 



— ^ r 



191 



I 



I75. 



— ^^hat:^woald_>jXL. re£Oiip^^^ increase the number and voluire of 



. » ' ^fcontracts m^arded to minority and^woraei^-owned firips?' 



/ 













^ .. .\ 










: ^ ' M 

. 1*2 ; , 






i * 




\ * f 










4 ' 

\ . 


— .. .' • • 






/ : . . ■ 










/ 










. / 1 - . - ; '1 - ' 




_^ 


■A ■ 




1 J . \ ' 














J 


' v- 
■ ' . \' 






" ! 


1. • 








t 

.... . 


1 *■■ ■ / \ 








t 








-■" A 


♦ * 














; . ■ • ' , . - ■. 1 



\ 



192 



1 



■Al 



4 V 



( '4 



177 .-J 



Table 26. DISTRIBUTiON OF CONTRACTING SPE(/lALISTS BY SEX, RACE 
'AND GRADE IN^NINE SELECTED IbWRAjT AGENCIES 

' • Department bf'^Def/ense ^ 

T~ 

' Employees by Race' and S^^x \ Total 



iiGS- 16-^18' - - — Tb'tal" \ / 20 
'N6nminority Men \ / 20 
MinQ^i^V' Men \' J 
Nohminqjrity Women \^ 
Minority Women 

Total 
Nonminority W^xi 
Minority Men 
Nonminority Women 
'Minority Women 

Total 
Nonminofity Men 
Minority Men ^ A ^J^^-^f^^^ \ 
Nonminority Women " 
Mino'clty Women / ■* 

■ / Total / < ^ 1,50K^\^100, 
Nonminority Men'^ 
Minority Men / 
Nonminotity Women 
Minority I^oiiien o.*.^. . 

Pepartnjent of AgricuiLture. 



Nonminority Men 



Percent^ — 

.100.0 
100.0 



GS 13-15 



GS'^9-12 



GS 5-8 




GS >L3-15 



GS §t1^' 



GS 5^8^ 



KV4 



Minor Ityy/l^len 
Nonminority Women 
Minor itfy Women 
^^ N. i6tkl 
Nonminority Men 
Mino/ity Men 
Nonir/inorlty ..Women 
Minority tfcmen 
^ / Total 
Nonminority Mj^n 
Minority Men 
Nonminoritfy Wome 
M inor it;^.W&iTr^ 

^. -rStai 

>l^onminority Men 



Minor ity Men- 



''Non|5iinority Women,,' 
't'^inc^rxty Wpjmen 
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TABLE 26 (Continued) 
- — - ^Em^ye^by^ Race and Sex . * Total Percent 



\ 



Department of Health, Education, and Welfare 

GS J6-18 Total ^ \' " 

Nonminority^ Ken * ~ -~ 

- Minority Men - - — ^ , 

• Nonminority Women' ;/ — 

Minor,ity Women .j^. - — 

GS 13-15 / . Total . 
' \ Nonminority Men 

Minority Men 

Nonminority Women 

Minority Women 
GS 9-12 Total 

Nonminority Men 

Minority Men 

Nonminority Women 

>I^nor'4-ty'* Women 
GS 5-8 ^ \ Total 

Npnmjnority Men 

Minority Men ' 

Nonminority Wom^en 

Minority '"Women ' 

f i 

Department of Housing and Urban Development 




GS 16-18 



GS' 13-15 



■GS 9-12 



^S 5-{ 



Total 
Noiuninority Men 
Minority,^ Men „ 
N9nminority Women 
Minority Women 

" '"Totai 
Nonminority^Men^^ 
Minority Men 
Nonminority ^Women 
Minority Vjbm'en 

Total 
Nojim'^^ority Men 
Minority Men. 
Nonminority ^omen 
Minority Women 

Total 
Nonminority Mfen 
Minority Men, 
Nonminority Women 
Minority Wom'en 



15 
14 

. 0 

r 

0 

is 
1 

6 

3 
6 
1 



400.0 
93.3 



6.7 

I06.Q , 
44. ^-^ ' 
5.6 / 
33\3/ 

■100. o\ 



16.7 

3 3. '3. 
16i7~ 
33.3 



TABLE 26". (Continued:) 



Employees by 'Race and Sex 



Environmental Protection Agency 



GS 16-18 To tall 

JTonminority M'en 
Minority Men 
Nonminority Women 
I Minority Women 
G5 13-15 \ ..Total 

Nonminority Men 
Minority Men 
Nonminority Women 
^Minority Women 

Total 
Nonminority Men 
1 Minority Men 
X^bnminority Women 
iMinority "Women 

Total 
Nonminority Men 
Miiiority Men 
Nonminority Women 
Minority Women 



GS 9-12 
GS 5-8 



GS 16-18 



GS 13-15 



\ 



Total; 
Norfmifioritx Men 
^^inority Men 
Npnminority Women ^ 
Minority Women 

i Total' 
N;6nminprlty Men 
Minority Men ^ ^ 
N6nminbrity Womei^ 
Minority Women / i y^. 



GS 9-12 \ i Total I 



\ ^iJpnmihority Mef/'v 

^ \' { Minority Men 

\ ^ Nonminority Women 

\ " f "Minor ity- .Women 
GS 5r8 . To tall;.. 

''^.^ \* ^^N6fiminorl,t^ Men 

^ ' ^ \ \ :>dffoi^ttyjMen 

, V'Npnm'inori^y^ Women 



ERLC 



•Minority Women. 




General Services Administration 



TAfiLE 26 (Continued-) 



• Employees- by Race and- Sex 



Toeal 



Percent 



GS 16-18 



GS. 13-15 



GS 



Pepartmeni\of Transportation 

//*Tofal — 
No^inority Men** ' . 
Mj^nority Wen ' ^ 
Nonininor^ty Women ' — ! 
Minority Women- 

'Totzal 
No ran in o r i £y en 
Minority 

Noranlnori4:y Women 
Minority Women"^ . 

NonMnority Mea, 
Minority Men 
Nbraninority Women 
Minority Women ^ 

Total' 
/Noraninority Men 
/ Minority Men 
y Noraninority Women 
/. Minority~-Women 




"Veterans Administration 

16-18 Total V ' 

Noraninority Men 
Minority Men ; - -- 
Nonminpflity Women . " ' — 
Minqrity' Women 
'GS 13t-1*5 To"fcal ^ 



GS' 9-12 



GS 5-^8 



Noraninority Men 
Minority Men 
'Noraninority Women 
Minor ijty" /Women 

JTotaL 
Noraninbrity .Men 
Minority Men 
NoraninLrlty Women 
Minorijcy Women 

Noraninority Men 
Minority Men^ 
/Nqpminbrity Women 
*^y^prity Women* 

y. ■ i: )■ 



9 

■ 4 
.6 

f 

\ 5 
0 

"'118 

80, 
6i 

25 \ 
7 

55 
, 29 
3 

' 20 
' 3 



" 100.0 
44.4 

.55.6 

-^S 

100 ;0 
, 67.8. 

V /5-1 
• <.21.2 

' 100.0 
52.7 
' 5.5 
3 6. ,3"' 
. 5.5 



TABLE 26 (Continued) - , _ 

\ Employees by Race and Sex - Total " Percent 

\^ Department of Labor . ' 

GS 16-18 Total 

Nonminority Men. — — - 

Minority Men — ^ 

Nonminority V^omen " *^ 

Minority Womexl';,' ~ • -~ 

^ GS 13-15 ' Total '^ .^ . "35" 100 .Q, 

Nonminority Men . 32 ^^^^ 

Minority Men 2 

^ ^ Nonminority Women* 0 >"! 

Minority VJomen * 1 /-^^/^ 2,9 

GS 9-12 Total , ^47^ 'JpO'.Q 

Nonminority Men , ^ 19 v 40.4 

/ Minority Men "7 14,9 

/ / Nonminority Women- (L2 25.6 

/ Minorl^ty :Womeif 9 . 19.1 

GS/5-8 ^Total^'^' 11 ,,^00-0- 

i Nonminority Men ' 3 * 27.3 

' I Minority Men 0 

1^ /C^Nonrainority Women - 1 9.1 

' j Minority Womert 7 ' .63*6 
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APPENDIX C 



MINORITY GtlNTRACTING BY THE GENERAL SERVICE.SxAEM.INISTRATION: 

A CASS STUDY . s 



/ 
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The Interagertcy Task Forcie oh Gover*nmenfc Proctax.ement estimated 



210 



that the General Seryices Administration COSA) spent $1.3 billion^ or 
2.3 percent of the $57.5 billion sjpent for Federal procurement in 
FY 1'972, and about 5 percent of non-Defense Department expenditures. 

More important for the purposes ''of diis report, GSA purchases cover 

/ ^ . \ ' ' ' " ' 

almost the entire ralige of consumer gdods that the government buys, 

from pencils, typewriters, and desks to automobiles and buildings. ^ 

The agency buys, stores, aind transport^ large quantities of suppii^ to 

its s'tores,,, which distribute^ them to other Federal agencies. GSA al^o 



maintains Its own equipment, which consists orimarily of office 
machines and aiitomoHiles, and »byiilds or leases Federal buildings which 



L. 



it aJ.so maintains. oBy the nature of this mission,-. GSA is^ prime| / 
market for most potential government contractors and offers particularly 
attractive marketing opportunities for small firms owned by minority / 
and female entrepreneurs. , : ^ N ^ * 

DIRECT CONTRACT AWARDS TO MINORITY' FIRMS ^ . , 



Figures supplied by OMBE reveal? that GSA purchased items amoun^ng 

»to a total of .about. $39 million from minority-owned firms, which 

" / . ' . . 211' 

accounted^ for 3 percent of .its FY 1972 pg^ocuremeht dollars; * The 

figures also' show that GSA's FY 1972 direct contracting with minority ^ 

firms amounted to ^$4.8 million,, accounting for only 16 percent of all its 

purchases . from spfinority firm's. Thus, 8(a) purchases accounted fp\c 8^, 

- 7 212 ' * " 

percent of ,GSA^ s procurement from minority .firms. ^ , " - 

The ability of the 8.(a) Drogrkm to increase minority participation 

in Federal procurement is attested to by the fact that GSA's 8^(a) 

contracts provided ov.eY $34 m: 



ifirms^ in FY 1972, as compared 



llionj procurement- dollars to minority 
to $346, 67^' in F^ 19^9. ^ 

> 2G0 



i210\ Report on Government Procurement > 'vol. 1, p. 3. 

211.. See U.S. ,^ Department 'of jGommerce, Of fic^;< 6| 'Minority Business 
Enterprise, Pr6gressi> Report, The Minority Business Enterprise Program ' 
(1972), and table, 1 jin chapteiJ, 1 of trhis report'. > . ^. 



212. The 8(a) progijam does not currently <:lassify its dita by^the_.s.ex 



of the owner,., -SO d'atja are ava 
gene^^rai. 



ilaile 



q'nly for minorfty :participatipn in 
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Thes/^ figures^ra^'se the qcfestions, however, of whether GSA's 8(a) 
record was attained by the denial of direct procurement contracts 

minority firms ^ and whether the agency tends to confine<tts mincjrity 

l-^-^ ' ' \ ' " ^^>>^^^^^^^ 

^upplxkvs to the 8(a) -program, fhe Commission found no direoE^ evidence^' 
/• " ♦ * ^ 

that feither Is the case,, but the iD[d>alance betweenCthe ^oujife of 8(a) 

' ' ' ' - ' ^ 

arid direct contracts indicates that tfiis is a ^matter of concern, 

A more s^erious concern fot the 8(a) prog-ram an^ minority firms Is 

/ ' ' 1 * " ' ' 

whethler firms that have developed markets with GSA through the program 

wifll be able to sell to^the agency directly. Thia ques'tion goes Co/ 

re heart of the arob'lem'^of the effectiveness of , the 8(a) program. No 

ffid^ial in terViewe^x^^s Willing to estimate the likel,ihood of firms 

moving from 8(a) to competitive status, although some cited individual 



firms \with good prospect's. In general, however, their views ^ere not 
optimistic. ^ ^ v1 . * . ' " \ ^ ' 

■ -nTPE A^D .SIZE^OF 8 (k) CONTRACTS , ^ , 

dSA is one of £he most effective agencies in terms of .performance ' 
in "tKe^"8*(-a') -program as measured by both contracting efforts and the 
commitment to the program expressed by GSA officials. A close analysis 
of GSA's 8'(a) contracting, however, pinpdints persistent problems in 
the program's direction. 



In FY 1972, GSA reported' 473, 8(a) contracts amounting to $34.2 

millionT (-flTiere were 1, 720. Federal 8(a) contracts .totaling $153 

213 * A' ^ ' • 

that year.) ^jtcluding concessions and 2 contracts of 



million for 

no monetary^ value, GSA* 
214' 



$25.3 millibn 




(a) contracting ampunted to 401 contracts for. 



us, GSA awarded 23 percent of all Federal 8(a)' 



213.. ifiyyt^ 'to FX„1972 GSA+8(a) "contracting ^re based on l/.S., 

Gener^i^^Seilyl-ce's Administratiq^i, 8 (^) Contracts Awarded July'l^. 1?71 
Through June. 30, 1972 (Aug, l4i 1972) rather than SBA's totals! /GSA 



,^tals are jreporded in U.S". Small Business Admiriistray.ori, St^us 
Report of a(a) Contrac^ts . (Sept, 30, 1972).* The Use of this SbA report 



is discusse^d in .chaptei 5. Comparative 8(a) procurement for/seJ.ected 



Federal agencies jis shjgJwn in table 11. 

2J.4. .GSA r.eportid 70^ concessions worth $8/9 miTlion for 1972., T^^ 
.are^.exclud.ed from this analyses because the values are actually projec- 
tions of gross sales by the contractors rather than am^hts spent ty 
GSA to purchas.e goods or/ services i ^ 

? ^ • *• . V 201 



contracts, representing 18 percent of the total dollar value. In FY 

1973, the agei3cy\ awarded 415 8(a) conttacts valued at $35. niilH^n/ 

• , ■ /. • . . > - ' • ^ 

^ep^resenting 21/percent of all 8(4) contracts and 19 percent of the ^ 

total dollar 

As tables 27^ shows, GSA'^s 8(a) contracts are concentratedMrv tlie 



r v^/lueT^^^ 



services'.^-^-n FY's 1972 aad 1973, more than half the contracts, but 
less j:Kan opje-third' of fch.e dollar value, were awarded* to service 
industries. Construction contiracTts accounted for slig^itly ino^e than 
ofie-third of both f he number of contrac^s/and the dollar value fcJr the, 

2 years. ^ ' ' - ' " 

** ' ' » * , * 

IMLE 27. 'INDUSTRIAL DISTRTBUTION OF GSA 8(a) CONTRJICTS/FISCAL YEARS 
l-972,AND 1473 (EXCX-UDING CONCESSIONS) ; - 



FY .1972 ^.^ 



FY 197a ■ 



/ 



Indiistrial 
' Category 



•No. 



PBr? 
cent 



p^Har 
Value 
'(Millions)' 



.Per- 
cent 



•No. 



Dollar * 
V^lue • 
(Millions) 




ManUfactulcing 56 14% 
.157* 39 ' 
, 18& 47 • 



7 



Consttuctjlon 

'r- \ 



Services ' 
Total 



401'^ 100 



9.3 

8.7' ■ 
7.9 - 
25v9 




-'Contracts listed at $0 substracted from total contract. 

Source: . Calculated from, U.S., 'General Seryices^^AdministM ^ca j 
' Cojitracts Awarded July 1, 197JL Through June:^Q'ri972 (Au&; 14, 1973) 
and 8(a) ;Cbn tracts AwafdeH Piscab Year ^-973 1 (Sept 5,. 19730 * - 

Ther,e ai^e a few manujEactujing contract^, of relati^vely large jSize^ 

and many services contracts"^ f relatively stnafll size* While the value 

of manufacturing^coii tracts indicates that GSA is pjroviding ^signifi;cant 

opportuni^ti^es, the continued reliance on ^mall service contracts tends 

to- {Perpetuate the existing industrial discributfon^'of minority firms. 



215.* 'All refeirence^ to FY 19/3 GSA 8(a) qo^traoting are based on U.S., . 
General Services Admini-strati^n, 8(a) Contracts Awarded Fiscal Year 1973 
(Sept. 5, 1973). A comparable adjustment for concession contracts (26 
awards for ,$13^.9 million) has Ibeen made,. SBA totals differ very markedly 
from GSA's.' The overall GSA total used here i^ takea from U:S., Small 
Business Administration, Status Report of 8 (V)' Contracts ^September 19.73). 



2G2 



4- 



186 



' In, FY's 1972 and 1973, respectively, 75 and 72 percent *pf^"the- • 
. coi^tr^cts were -less than $50,000, and' only 16 and li^^ercent of 'the 
contracts in FY's 1972 '^ind '1973, respectively, were'^pyer $100,,Q.OO. 
(See liable 28.) -^"^ ' * . - 

Furthermore, despite the fact, that .GSA' s 8(a) contracting 
increased by more than 40 percent from FY 1972 to 1973\ the median 
value of the contracts remained at about $20,000. Table^'29* provldeis 
a rough indication of the relative dj^fferences in contracts vulues in 
the different industrial categories. Most ^^ederal Supply Servic>e 

(FSS) "contracts are for jnanu facta ring, arid Prppertjr .hanagemeRC_and 

Disposal Service (PMDS) -contracts are for sexn^ices.^^^ , 

Although ;the Public Building' Service (PBS) awards the l&rgest 
number of Qpntraets, about one-third of them are for janitorial and 
Other maintenance^ services. Most -of those contracts are valued at 

under $100,000 pdr jy.scal year;- Also, a large, majority o£,its 

\ * - ( 

' consti^ctton contracts are for painting and minor remodeling jobs. 

\ . .\ . ^ . . 

*Brief contract descriptionsfe^provi'ded by GSA for FY, 1972 reveal pnly 

l2'; '8(a) contracts for general construction, and all were for rather 

, small jobs. Sinc.e construction bonding is based upon previous ^ work/ 



the opportunity for minority firms. to obtain, larger construction jobs 

217 ' ' ' * 

*is, thus;, very limited. ^ " \ - 



The statistlics in Viable 29 show that, even in one of the npst 
committed andj active" agendas, \he -8(a) program is limited. C 

examination of the nature of all 8(a) contracts raises doubts about 

{ I J - 

the effectiveness of the program in bringing aboift minority bujjiness j 

development. 



of many 



* 216. PMDS to tall may be overstated because the reported value ^ 

*^"*"^t4ts contractsjare projections rather 'than actual expenditure iS. -GSA 

• reorgteization-on July T, 1973, abolished Jthe PMDS and ti:ansfe::^cd its 
activities^Cb^pther services. ^ . 



217. GSA qfficials^Jtated that, "phased construction" and the planned 

provide 



ERIC 

1 



explosion of Federal office space over the next few ;^ars •-wilL _ 
more signi'ficant opportunities fpl: minority firms in 8(a) ton ti -ac t^s", 

\ 203 



direct contracts, and subcontracting. 



V 



TABLE 28". DISTRIBUTION OF GSK 8CrX\C0NTRACT5*BY DOLLAR VOLUME, 
FY 1972 .AND 1-973 (EXCLUDIN6 ^CONCESSIONS) ./ ' " 



Values *' 



No. FY 1972 



No, FYV1973 



Under $*25,d00. 

.$25,000.^50-50,000. * . 
\* $50,000.50-75,000. 
\$75,OpO.5O-io0,O9O. 

y 00, 000. 50-125, 000. 
• $125, OQO. 50-150, OOa. 

$150,000.5b-175,000. * 

$175, 000:50-200 ,'000. 

$200,000.50-225, 006. 

$225,000.5(2-256, 000. ^ 

$250,000.5^5-275,000. 

$275,0.00.^50-300,000. " 

^3oa, 000 .-50-325 , obo 

$325,000.^-^50,000. 
■ $350,00b.50-375yD00V 
$375,000.50-400,000. 
Over $400 i 000.* 
' Total ' 
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3 , 
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0 


13 




16 


401 




415 



1 



*The number of contracts over ■$l.mi^llion incieasedj ftom 1 in 
FY 1972 to ^7 in i973. - ' j - . 

SbuXe: Tabulated from U.S., ^neral_Service» Administration, 8(a ) 
Coritractg Awarded Julr 1. 1971 through Jiine 30. 1972 (Aug. 14, 1972) 
and 8 (a3 €on tracts Awarded Fiscal Year 1^ 3 (Sept.' 5,- 1973). 
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The statist^iBs in table 29 shot;/ that^ Vven in <^ne of the most " 
aqmmitted and acti^^e agencies, the 8(a) prog^^m is limted. Close 
examiriatior£ dl -the nature of all 8Xa) contract^ raises idoubfrs about 
the ef fecjtaLveness ol ,the program in bi^inging abbut minority business 
\. ^ development. , ' 
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